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LETTER OF TRANSMITTAL 


JaANuARY 13, 1958. 
The honorable the PresipENT OF THE SENATE. 
The honorable the Speaker or THE House or REPRESENTATIVES. 


In accordance with section 712 (b) of the Defense Production Act 
of 1950, as amended, which provides for a report to the Senate and 
House of Representatives from time to time concerning the results of 
studies of this committee, together with such recommendations as it 
may deem desirable, there is tr ransmitted herewith the Seventh Annual 
Report of the Joint Committee on Defense Production. The ap- 
pendix of the report contains summaries from various departments 
and agencies performing functions under authority of the Defense 
Production Act to October 1957. 

Respectfully submitted. 

A. Wituis Ropertson, Chairman. 
Pavut Brown, Vice Chairman. 
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Mr. Rosertson, from the Joint Committee on Defense Production, 
submitted the following 


REPORT 
[Pursuant to sec. 712 (b) of the Defense Production Act of 1950] 
INTRODUCTION 


The Joint Committee on Defense Production is authorized under 
section 712 of the Defense Production Act of 1950, as amended, and 
is composed of 5 Members from the Senate and 5 Members from the 
House of Representatives. The committee has the responsibility of 
making a continuous study of the programs authorized by the Defense 
Production Act and of reviewing the progress achieved in the execution 
and administration of these programs. The committee receives pe- 
riodic reports from each department and agency performing func- 
tions under the Defense Production Act, advises with officials charged 
with the administration of the act, and conducts hearings covering 
the activities of these departments and agencies under the act. Under 
the direction of the chairman, the committee staff conducts a con- 
tinuous study of the administration of the programs authorized by 
the act. Each department and agency performing functions under 
the Defense Production Act has summarized its activities for the past 
year for inclusion in the appendix of this report. 


CoNCLUSIONS AND RECOMMENDATIONS 


1. This committee has covered some of the problems of prepared- 
ness under the heading of “Preparedness Problems and the Status 
of Defense Mobilization.” Your committee concludes that the big 
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preparedness job for the nuclear age still lies ahead. Although 
there have been real achievements in expansion programs author ized 
by the Defense Production Act and related legislation, your com- 
mittee finds many problems relating to national defense and national 
security still unsolved and requiring intensive study. The means 
must be found to provide the solutions to major unresolved problems 
omnes delay. 

Beginning in 1950, under authority of the Defense Production 
Act, the Government entered into domestic aluminum supply con- 
tracts with the Aluminum Company of America, Kaiser Aluminum 
& Chemical Corp., the Reynolds Metals Co., and the Harvey Machine 
Co. It has been the policy of this Government, and the recommenda- 
tion of this committee, that such expansion should be from domestic 
sources. The contracts permitted the companies to first sell or use the 
aluminum from facilities owned or under construction when the con- 
tracts were signed, or from facilities constructed later. The Govern- 
ment agreed to purchase all of the production from the expanded 
facilities not sold or utilized. The contracts stated that the Govern- 
ment did not guarantee or agree to purchase production from other 
facilities. 

In 1953, Alcoa and Kaiser entered into long-term contracts for the 
purchase of aluminum from the Aluminum Company of Canada. 
This appeared to this committee to be aluminum from other facilities, 
which the Government did not guarantee or agree to purchase. Ina 
hearing before this committee on July 30, 1957, the Administrator 
of General Services Administration, in discussing imports of Ca- 
nadian aluminum, stated that the agency maintained in discussions 
with the companies that there should be a hundred percent deduction 
of that amount. The Administrator of General Services Administra- 
tion then referred to a tentative agreement with Alcoa and Kaiser 
by stating: 


So we arrived at a tentative agreement with Alcoa and 
Kaiser which would provide that in the case of Kaiser we 
would apply 75 percent of their outside purchases as a de- 
duction against any “put” rights to the Government. In the 

-ase of Alcoa it was tentatively agreed that it would be 80 
percent. 

The Administrator of General Services Administration testified 
that no final agreements had been made, and referred to an increase 
in the offerings to nonintegrated users in the tentative agreements. 

On September 5, 1957, the Comptroller General conc luded that he 
believed there was sufficient doubt regarding the rights and liabili- 
ties of the parties in this matter to warrant acceptance of such pro- 
posals as being in the best interest of the Government and that no 
objection to such action would be raised by his office. 

The chairman of this committee did not consider these conclusions 
to be in accord with the intent of the parties as stated in the terms of 
the contracts, and immediately expressed his disappointment in the 
ruling of the Comptroller General. The chairman of your committee 
also immediately urged the Administrator of the General Services 
Administration to defer purchases of aluminum Fe from com- 
panies who were willing to eliminate all their Canadian imports 
from consideration. 
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On September 17, 1957, the General Services Administration issued 
a press release which made reference to the contracts which gave the 
companies the right to tender to the Government the production from 
the contract facilities in excess of the requirements of the producer 
for a 5-year-term. The press release continued by stating that the 
contracts had been modified and— ; 


producers have agreed to limit their put rights by deduct- 
ing from production the full amount of primary aluminum 
purchased from other sources. 


This committee recommended that the General Services Adminis- 
tration defer purchases of aluminum except from companies willing 
to eliminate from consideration all their imports. Assuming that all 
aluminum produced from other facilities is sold or utilized, to elim- 
inate all imports from consideration would require that sales and 
utilization and imports be deducted from the production of the Gov- 
ernment expanded facilities. Under the committee recommendation, 
the aluminum remaining after making the above deductions would 
be the quantity which could be put to the Government, and Govern- 
ment purchases would not be increased because of imports. The posi- 
tion of the General Services Administration appears to be that under 
the revised agreements puts to the Government cannot exceed the 
total contract production from the expanded facilities less imports. 
Although it has been indicated by GSA that under the revised agree- 
ments there could be a maximum saving of up to $98 million, it is also 
important to determine whether increased expenditures for aluminum 
have resulted, or may result, because of imports. The committee staff 
will review the negotiations and revised agreements with the view of 
submitting a more complete report at a later date. 

It is recommended that the General Services Administration file 
with this committee a report for the put year ending April 1, 1957, 
setting forth information on production, sales, and utilization, im- 
ports, and such other pertinent facts as shall be necessary to deter- 
mine whether Government purchases of aluminum have increased due 
to imports. A similar report should be filed for the period beginning 
April 1, 1957, and ending December 31, 1957, and for each 30-day 
period thereafter until all put rights expire. 

3. The total loans guaranteed under the Defense Production Act 
from September 1950, to March 31, 1957, amounted to $2,841,843,471. 
The net receipts of the guaranteeing agencies, after deducting cur- 
rent costs, amounted to $26,570,000. Allowing $2,065,000 for out- 
standing loans which may be uncollectible, the net profit to the Gov- 
ernment approximates $24,505,000. During World War II there were 
suadcunenl loans of $10,339,400,000 on which the Government made a 
profit of $22,979,000. For the two periods loans were guaranteed in 
the amount of $13,191,248,471, on which the Government has made 
an estimated profit of $47,484,000. In connection with increasing 
nickel supplies, a press release was issued by the Office of Defense 
Mobilization on November 8, 1956, in which it was stated that the 
incentive program had been under review as a result of a proposal of 
a domestic company for a direct Government loan to assist in financ- 
ing the company’s project. The press release indicated that Gov- 
ernment loans had been ruled out as an incentive, and that the incen- 
tives in effect were rapid tax amortization and Government pur- 
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chase contracts. Guaranteed loans were not mentioned in the press 
release as having been ruled out or as being in effect In view of the 
most economical comparative record of financing which has been af- 
forded the Government through the use of guaranteed loans, it is 
recommended that the Office of Defense Mobilization clarify its policy 
with respect to the use of guaranteed loans for carrying out the pur- 
poses of the Defense Production Act. 

4. Under a letter agreement dated March 8, 1957, the General Serv- 
ices Administration agreed to purchase up to 271 million pounds of 
nickel from the Freeport Sulphur Co. at not less than 74 cents per 
pound from facilities to be constructed in Cuba and the United 
States. The agreement limits the Government to the right to pur- 
chase up to 30 ‘percent of the total production at 74 cents per pound 
or the market price if higher. The Government is also obligated to 
purchase 23,835,000 pounds of cobalt from the Freeport Sulphur Co. 
at $2 per pound, for which there is a questionable defense need. The 
Bethlehem Steel Co. proposed to construct a facility for the produc- 
tion of nickel with the aid of a Government loan. The security for 
the loan was valued at $7.5 million to $20 million. The Government 
would not have been obligated to purchase any nickel or cobalt from 
the Bethlehem Steel Co., but would have had an option to purchase 
one-half of the production at 10 percent below the market price. GSA 
recommended consideration of the Bethlehem proposal to ODM, it 
being the opinion of GSA that the proposal, as made, could be con- 
siderably bettered. The Office of Defense Mobilization ruled out a 
Government loan. It is the belief of your committee that negotiations 
with the Bethlehem Steel Co. should not have been concluded in the 
preliminary stages by ruling as a matter of policy that tax amortiza- 
tion is to be favored to the exclusion of incentives provided in the 
Defense Production Act. The objective is to secure expansion when 
needed to carry out the purposes of the act at the minimum cost to 
the Government. 

5. The Defense Production Act, as approved on June 29, 1956, was 
amended by adding language to the statement of policy to give con- 
gressional approval to dispersion. The Defense Production Act re- 
lates dispersion to the construction of Government-owned industrial 
facilities, Government contracts, loans, and the procurement of goods 
and services. The reports furnished on dispersion in response to the 
requests of this committee indicate that the results have not been sig- 
nificant to date. It is recommended that the Office of Defense Mobiliza- 
tion review the results of Operation Alert 1957 for the purpose of de- 
termining the extent to which industrial facilities essential to national 
defense are vulnerable to attack, and that this committee be furnished 
with a report of the information revealed by Operation Alert 1957 
relating to the advantages or disadvantages of dispersal in the event 
of an attack, and information on the stockpiling of approximately 50 
oe items. 

In enacting the Defense Production Act of 1950, the Congress 
hicks provision for the encouragement of exploration, development, 
and mining of strategic metals ‘and minerals. In submitting an ex- 
ploration program in “February 1951, the Department of the Interior 
stated that the program was necessary in the interest of national de- 
fense, and that funds for this purpose were not otherwise available 
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to the Department. In the exploration program defense needs should 
be defined in order to accurately distinguish between defense and non- 
defense needs. 

7. The incentives provided under the Defense Production Act are 
closely related to the incentive of tax amortization. The purpose of 
these incentives is to provide for the national defense. This commit- 
tee has recognized the advantages of tax amortization as a means of 
expanding defense production and increasing the availability of criti- 
cal and strategic materials for defense purposes. Questions have been 
raised, however, as to whether the program has been extended beyond 
the limits of national defense. The use of tax amortization or other 
incentives on a selective basis for nondefense purposes tends to create 
dislocations and unfair competitive advantages. The Congress has 
recently passed legislation which restricts the use of tax amortization. 
The defense need should be clearly established for the use of incentives 
provided in the Defense Production Act. 

8. Accelerated purchases of materials for Government inventories 
for the purpose of solving economic problems tend to postpone rather 
than provide permanent solutions. 

9. As recently as early 1957 the titanium fabricating industry was 
being urged by the military services to expedite further expansions to 
meet the anticipated needs in the immediate future. The Govtrniinet 
has an investment of over $200 million in the titanium program. It 
appears that the military cutbacks earlier this year will substantially 
reduce the military requirements for titanium in 1958 and 1959, but 
that revised programs will likely result in a significant increase in 
titanium demands in the 1960-65 period. A determination should be 
made as to the titanium program which will be necessary to meet the 
defense needs and to protect the investment of the Government to the 
maximum extent consistent with these needs. 

10. On the basis of the new strategic concept and for economic 
considerations, the Department of Defense is reviewing its future 
military programs to determine what portion of its idle reserve, of 
about 42,000 unassigned tools, will be required for specific production 
programs in case of an emergency. Under the present concept idle 
tools currently in storage and not assigned to a definite procurement 
program will be classified as surplus and consideration given as to 
their ultimate disposition. In this connection the Department of 
Defense should take proper safeguards to insure against the possible 
repetition of the critical delays which occurred in World War II and 
again during the Korean crisis, when machine-tool shortages proved 
to be the No. 1 bottleneck for nearly 2 years in the production of vitally 
needed military items. 


PREPAREDNESS PROBLEMS AND THE STATUS OF DEFENSE 
MosILizATION 


The big defense preparedness job for the nuclear age still lies ahead. 
Although there have been real achievements in expansion programs 
authorized by the Defense Production Act and related legislation, your 
committee finds many problems relating to national defense and na- 
tional security still unsolved and requiring intensive study. This re- 
port covers certain highlights of the preparedness status, deals with 











6 NATIONAL DEFENSE PRODUCTION 


new concepts of readiness, and outlines the results of existing defense 
programs. 

The objective of the Defense Production Act, which was first enacted 
in 1950, is to provide for the national defense and the national se- 
curity. It was recognized at the time of the passage of the act that 
the then existing legislation was inadequate to meet the defense needs. 
The Defense Production Act provided additional authority and funds 
to accelerate and supplement defense programs. 

In past years much effort has been exerted to expand supplies of 
scarce and critical materials and to provide adequate productive facili- 
ties. In 1950 it was assumed that the expansion of military programs 
meant that the curtailment of nonessential consumption would not be 
sufficient, and that the expansion of productive capacity and supply 
was required to meet prospective requirements for defense and essen- 
tial civilian uses. These expansion programs were considered to be 
needed wherever the necessary expansion of supply could not be 
expected to come about through unaided private initiative. 

In 1950 it was recognized that a variety of factors could act as 
effective limits on supply, including high costs of marginal producers, 
shortage of working capital, shortage of funds for facilities construc- 
tion, and uncertainty as to long-range market demands. The De- 
fense Production Act provided appropriate measures to attack these 
various types of bottlenecks. These measures included loans and loan 
guaranties to private business for expanding productive capacity, 
provision for purchases or commitments to purchase minerals or other 
materials for Government use or resale, exploration, the development 
and mining of critical and strategic minerals and metals, processing, 
advance payments, installation of equipment, and the development of 
substitutes. To carry out these purposes a borrowing authority fund 
was provided. 

Defense Production Act programs bear a close relationship to other 
defense programs, since this act has served to eliminate many defi- 
ciencies in our overall preparedness effort. For example, the Stra- 
tegic and Critical Materials Stockpiling Act has provided for the 
acquisition and retention of stocks of strategic and critical materials 
and the Defense Production Act has provided the contractual author- 
ity necessary for the production of many of these materials. Once 
acquired for the Defense Production Act inventory, these materials 
have been available for stockpiling or for resale to industry. The 
Defense Production Act is sufficiently broad to apply to technical 
information, processes, components, supplies, commodities, products, 
articles, and raw materials. 

The 1955 amendments to the Defense Production Act recognized a 
change in emphasis from the early mobilization activities to advance 
preparation for future emergencies. The act also places emphasis 
upon the time required to mobilize, and an attack on the United States 
is recognized as a possibility in such an emergency. In past periods 
of mobilization the fighting has been at distant locations and time for 
mobilization has been available to the United States. There is no 
assurance that this country will again have the benefit of these advan- 
tages in a future emergency. 

Readiness for future emergencies requires that plans be sufficiently 
flexible to meet any eventuality. One readiness plan assumes general 
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mobilization without an attack on the continental United States, and 
another plan assumes an immediate attack without prior warning. 
Planning for mobilization has been said to be complicated by two basic 
facts. First, the vagaries of the international tensions today make it 
impossible to forecast the location and magnitude of potential conflict. 
Second, nuclear and technological developments continue from year to 
year to introduce new dimensions and timing requirements for the 
defense of the United States. ; \ 

As expansion programs have declined, increased efforts have been 
devoted to planning to achieve readiness for any emergency. Efforts 
have been made to assure the continuity of Government in the event 
of a massive attack. It is reported that 90 emergency relocation sites 
have been established for Central Government operations, and that 
some 800 such sites have been established for regional and field activ- 
ities. Emergency agencies have been established on a standby basis, 
to be activated in the event of an attack. Many specific plans and ac- 
tion steps have been developed, and implementing documents have 
been drafted. All of these are necessary first steps; however, it should 
be emphasized that these steps are not enough, in themselves, to assure 
national survival in the event of an attack. A massive thermonuclear 
attack on this Nation would lead to tens of millions of casualties. Ex- 
isting organizational relationships would be upset, and there would be 
severe disruption of transportation and communications. Survival 
would demand effective action at both the State and National level. 

A nuclear attack would present problems vastly different from the 
problems of World War II and Korea. Nuclear attack is generally 
considered as a massive exchange of nuclear weapons followed by an 
extended period when national attention would be devoted primarily 
to problems of human survival. Some experts think that in the event 
of such an attack the war would be over almost immediately, while 
others believe a so-called broken-back war would continue indefinitely. 

In either event, the conventional concept of a tremendous increase 
in defense production after M-day is clearly inadequate for a nuclear 
situation. The view has been expressed that for a period of days, or 
possibly even weeks, large segments of the surviving population would 
be confined because of lethal intensities of residuat radiation from fall- 
out. There would be a need for a maximum amount of protection for 
the people and the finished and semifinished supplies to support them. 
There would not be time to tool up to produce vital medical supplies 
and other essential items to meet the survival needs of the population. 
The present concentration of industry in the large centers would in- 
dicate that the productive ability of remaining plants to meet the 
needs of the population or other defense needs would be seriously 
impaired. 

In setting up the interagency committee on essential survival items 
in April 1956, the Director of ODM stated, in part, as follows: 

In connection with our mobilization planning work for a 
postattack situation, we are concerned over the lack of basic 
information with respect to a very important area—the deter- 
mination of those items essential to survival following a bomb 
attack. All of those items necessary to survival must be 

lanned for in advance, requirements determined, stockpiles 
uilt up if necessary, and vulnerability to attack lessened to 














8 NATIONAL DEFENSE PRODUCTION 


the extent possible. Once identified, and the requirements 
determined, the list would serve as a basis for the develop- 
ment of programs to insure the availability of minimum 
stocks during the immediate postattack period. 


A tentative list of essential survival items is reported to have been 
completed in February 1957. During Operation Alert 1957, a prob- 
lem was developed around a consideration of the supply-requirements 
situation which would probably exist in a postattack period with re- 
spect to approximately 50 survival items. A tentative bomb attack 
pattern was devised for planning purposes during the preattack phase 
of the alert ; factors for determining requirements were estimated ; and 
Government agencies were requested to develop supply-requirements 
data. In the light of this information the FCDA is reported to have 
submitted recommended programs for stockpiling some of the items. 
The Operation Alert 1957 exercise provided information considered 
to be of value with respect to methods for measuring deficiencies, veri- 
fied certain assumptions with respect to anticipated deficiencies of sur- 
vival items, and indicated problem areas to be considered in future 
planning. 

For example, prior to Operation Alert it was estimated that the 
supply of penicillin in the hands of the manufacturers and wholesalers 
was about 170 trillion units. Postattack requirements for the first 90 
days—the period of maximum need—were estimated at only 150 tril- 
lion units. However, an analysis of the attack pattern assumed in 
the exercise showed that more than half of the supply would have 
been destroyed in the attack. This exercise indicated that hypotheti- 
cally many people would have died solely because existing stocks of 
penicillin were not maintained in dispersed locations. 

This committee has been advised that during the coming year work 
will be undertaken on the determination of the probable availability 
of all of the survival items in a postattack neste These determina- 
tions will rest on a supply-requirements balance sheet for each of the 
items. It will be necessary to develop the assumptions and guidelines 
under which the studies will be conducted, to develop generalized at- 
tack patterns for planning purposes, to arrange for the participation 
of the responsible agencies, and to coordinate and evaluate the results. 
It is the belief of ODM that the information compiled will furnish 
the basis for the development of action programs designed to insure 
the availability of these essential survival items. These findings 
could in some cases point to the need for the dispersion of new pro- 
ductive facilities; in other cases the studies may indicate the need for 
the stockpiling of inventories or supplies. It may be that in many 
cases a satisfactory supply may be made available by dispersing exist- 
ing inventories, as in the case of penicillin. ODM has indicated that 
it may be possible to achieve considerable dispersion of inventories on 
a voluntary basis, but that some incentives may be required. It is 
believed that the studies could reveal the need for larger inventories 
of some items in the hands of manufacturers. For example, larger 
inventories of items which quickly become obsolete or which have a 
relatively short useful life may be the solution. It is possible that 
these studies may indicate the need for additional legislation. 

Mobilization readiness will require adequate planning to point the 
way to action programs, and central direction and coordination of 
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preparedness efforts. The transfer of the remaining functions of the 
fete Production Administration to the Office of Defense Mobiliza- 
tion in 1953 was the first in a series of moves calculated to strengthen 
the central direction of the mobilization program. A few months 
later the old Office of Defense Mobilization, which had been estab- 
lished under authority of the Defense Production Act by Executive 
order, was abolished. A new Office of Defense Mobilization was estab- 
lished in the Executive Office of the President by Reorganization Plan 
No. 3 (effective June 12, 1953). The stated purpose of this action 
was to improve the organization and to enable one executive office 
agency, the new Office of Defense Mobilization, to exercise leadership 
in our national mobilization effort, including both current defense 
activities and readiness for any future national emergency. On 
August 14, 1953, the President issued Executive Order 10480. This 
order provides that the Director of ODM shall coordinate all mobiliza- 
tion activities of the executive branch of the Government and direct 
and coordinate all activities of other agencies under the Defense 
Production Act of 1950, as amended. 

Transferred to the Director of ODM were (a) all functions of the 
Chairman of the National Security Resources Board as authorized 
by the National Security Act of 1947, as amended; (6) all functions 
under the Strategic and Critical Materials Stockpiling Act, as 
amended, then vested in the Secretaries of the Army, Navy, Air Force, 
and Interior, including the functions which were vested in the Muni- 
tions Board, Department of Defense, but excluding functions vested 
in the Secretary of the Interior by section 7 of said act; (c) the func- 
tions vested in the Munitions Board by section 4 (L) of the Com- 
modity Credit Corporation Charter Act, as amended; and (d) all 
functions vested by any statute in the Director of Defense Mobiliza- 
tion or in the Office of Defense Mobilization provided for in Execu- 
tive Order 10193. 

On September 18, 1953, after absorbing the additional duties 
formerly vested in the National Security Resources Board and the 
Defense Production Administration, and the stockpiling functions 
of the Munitions Board, the Office of Defense Mobilization staff 
totaled 296. The budget estimates for the fiscal year 1958 set forth 
total employees of ODM at 238, of which 120 are professional and 
118 clerical. A total of 239 employees are estimated for the fiscal 
year 1959, of which 117 are to be professional. The total number 
of professional employees is estimated to increase from 13 to 21 for 
plans and readiness for the fiscal year 1959. The Plans and Readi- 
ness Area is responsible for coordinating the development, review, and 
revision of mobilization plans; developing programs and monitoring 
activities to assure a continuity of essential wartime functions of the 
Federal Government in the event of an attack; making preparation 
for censorship operations in time of war; and conducting test exer- 
cises to improve our national readiness for any emergency. These 
functions are authorized by the Defense Production Act and the 
National Security Act. ODM, as the top level defense planning 
agency of the Government, should be staffed with the competent pro- 
fessional personnel required to do the job. 

If solutions to preparedness problems are to be found, professional 
people must be available to devote adequate study to unanswered 
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questions. Though a good start has been made toward delving into 
the outer fringes of preparedness problems, the magnitude of these 
problems must not deter us in our efforts to find the answers essential 
to national survival. The population looks to the Government to 

rovide the leadership in this undertaking. The Office of Defense 
Mobiliseation has delegated many functions to various departments and 
agencies. If there is to be the central direction and coordination con- 
templated by Reorganization Plan No. 3, there must be a sufficient 
number of trained personnel in ODM to insure that preparedness 
problems will receive adequate study and review. It is a tremendous 
job to determine the means of affording protection to the population 
and to insure adequate industrial capacity or end items. Yet, such 
are the requirements of national defense and national security. 

Accurate knowledge of the remaining capacity to produce is heavily 
dependent upon the 2 accuracy of the calculations on the damage to be 
sustained. The damage assessment program is coordinated by an 
interagency damage assessment group directed and supported by 
ODM. This group is responsible for developing and maintaining a 
system for the assessment and reporting of attack damage and the 
impact of various patterns of attack on all segments of the mobiliza- 
tion base, including industry, manpower, telecommunication, trans- 
portation, and other mobilization resources. A damage assessment 
center is equipped with electronic computing equipment. It is reported 
to be possible to plan hypothetical attacks against many targets in the 
United States, and to compute the overall physical damage, radiologi- 
cal contamination and casualties that can be expected. ‘The electronic 
computer received its first major test during Operation Alert, 1957. 
It is acknowledged that many problems in this field remain unsolved 
and will require , intensive study. Damage assessment information on 

tapes must be expanded to determine the effect on end item production, 

materials, components, and subassemblies which are used to manu- 
facture end items. Damage assessment must give consideration to 
the relationships which exist between various segments of the economy 
and the overall impact. In the year ahead efforts will be made to 
improve damage estimating methods. 

The unanswered questions relating to dispersion point to the need 
for accurate information on attack damage. In past years this com- 
mittee has urged the responsible agencies to make a determination 

regarding the practical limits of dispersion. The Congress estab- 

lished its policy on dispersion in passing the Defense Production Act 

Amendments of 1956. The Congress related dispersion to the con- 
struction of Government-owned industrial facilities, Government con- 
tracts, loans, and to the procurement of goods and services. Since 

1951 there have been numerous orders, directives, delegations, surveys, 
and policy statements favoring dispersion. Howev er, staff studies of 
the reports submitted to this committee indicate that there has been 
little progress toward achieving a significant dispersion to date. 

The justification of recent waivers of the dispersion criteria for the 
expansion of existing airplane plants and research and development 
laboratories appears to be that “in an emergency such facilities, though 
highly vulnerable, may have fulfilled their immediate essentiality.” 
These determinations appear to be based on new strategic concepts 
under which emphasis is placed on supplies in being rather than pro- 
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duction after an attack. The soundness and limitations of these con- 
cepts are highly dependent upon the accuracy of damage-assessment 
information. However, it has been pointed out previously that man 
problems in the field of damage assessment remain unsolved and will 
require intensive study. The problem of determining the practical 
limits of dispersion of industrial facilities continues, and a new prob- 
lem with respect to the application of dispersion to weapons on hand 
is introduced. 

During the past year, the Office of Defense Mobilization reviewed all 
of its expansion goals and closed 25 of them, leaving only 4 open. In 
addition, Public Law 165, 85th Congress, further restricted the use of 
rapid amortization. Accordingly, at the present time certifications 
for rapid amortization are made only to cover expansion of facilities to 
produce new or specialized defense items or components of new or spe- 
cialized items, and to provide research, developmental, or experimental 
services for the military departments or the Atomic Energy Commis- 
sion as a part of the national-defense program. 

The need for other incentives for expansion is also decreasing at the 
present time. Borrowing-authority programs remain in effect for 21 
stockpile materials and for 5 machine-tool reserves. Many of these 
programs provide for deliveries to the Government through 1958 and 
some run through 1962. Accordingly, few new materials contracts 
were considered during the past year. 

As of August 31, 1957, approximately $1.93 billion of the $2.1 billion 
borrowing authority authorized by section 304 of the Defense Produc- 
tion Act had been allocated to 5 agencies using this authority, leaving 
approximately $170 million unallocated. The probable ultimate net 
cost of borrowing-authority programs is now estimated at $910 million. 

Under new strategic concepts, military-planning emphasis is being 
placed on supplies on hand rather than post-M-day production. Under 
these plans the anticipated mobilization shortages of essential com- 
ponents and strategic materials needed for production would be less- 
ened. Earlier component studies by ODM and the Departments of 
Commerce and Defense had revealed nine types of components for 
which there were capacity deficiencies to meet full mobilization re- 
quirements. It is the belief of ODM that capacity of many of these 
may be suflicient to meet the lower military requirements currently 
forecast. 

During the past year stockpile policies have been revised to provide 
that new stockpile procurement should be based on a 3-year emergenc 
period rather than the 5-year period previously used as a standard. 
Accordingly, new stockpile procurement for the fiscal year 1958 is cur- 
rently limited to the following materials needed to meet the procure- 
ment priority level: Amosite asbestos, chromium metal, metallurgical 
fluorspar, jewel bearings, chemical type B manganese, muscovite block 
and film mica, selenium, and crude silicon carbide. The purchases of 
synthetic manganese dioxide and lead and zine are reported as being 
made to support the domestic mobilization base. The purchases of 
lead and zinc have been covered under a separate heading in this report. 
It has been indicated that the long-term objectives for lead and zinc 


will be reached in a few months, and thereafter no further purchases 
will be made. 
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The committee is pleased to note that ODM is to undertake a com- 
prehensive review of the present stockpile status and policies. The 
purpose of this review will be to develop new stockpile policy to be 
followed in the light of changing strategic concepts. It is understood 
that this study will involve an examination of the various proposals 
that have been made for stockpiling certain items that would be 
particularly required in the event of nuclear attack. 

On the basis of preliminary fiscal year 1957 data, the Department of 
Defense estimates that in the 7 years since Korea the value of military 
supplies and equipment delivered, plus the value of military construc- 
tion put in place, has totaled about $143.3 billion. Of this total, $110.7 
billion was in hard goods, $18.7 billion in soft goods, and $13.9 billion 
in construction. 

During the fiscal year 1957, it is estimated that $18.2 billion of mili- 
tary supplies and construction were delivered or put in place, includ- 
ing $14 billion in hard goods, $2.2 billion in soft goods, and $2 billion 
in construction. The estimated total of $18.2 billion for the fiscal year 
1957 compares with $18.2 billion for the fiscal year 1956, $20.7 billion 
for the fiscal year 1955, $25.8 billion for the fiscal year 1954, $28.4 billion 
for the fiscal year 1953, $22.8 billion for the fiscal year 1952, and $9.2 
billion for the fiscal year 1951. 

Comparison of delivery patterns during fiscal year 1957 with those 
of the fiscal year 1956 indicate that, although the total value of deliv- 
eries and construction was the same in the 2 years, hard goods decreased 
2.9 percent and soft goods and construction increased 20.6 percent and 
3.5 percent, respectively. Individual hard goods programs are 
reported to show wide variations in a comparison of the 2 fiscal years. 
Increases in the value of deliveries in the aircraft, guided missiles, and 
miscellaneous hard goods programs were offset by decreases in other 
hard goods programs. The weapons and ammunition programs 
showed the largest decreases both proportionately and in dollar totals. 

Although the value of aircraft deliveries increased, the number and 
airframe weight of aircraft accepted were both smaller in the fiscal 
year 1957 than in the preceding year, reflecting increased complexity 
and cost of the newer aircraft models. Airframe weight acceptances 
are reported to have decreased from 95.6 million pounds in the fiscal 
year 1956 to 83.8 million pounds in the fiscal year 1957, a decrease of 
11.8 million pounds. 

The Department of Defense reports that the development and accept- 
ance of new weapons systems and revised concepts of warfare have 
pointed to the need for reexamination of the production-allocation 
program and its broad-scale planning with industry for mobilization 
production in the event of war. It is now reported that it appears 
that the existing program will have to be modified to meet a greater 
variety of contingencies than those for which the program was orig- 
inally designed. It is reported that new planning systems will be intro- 
duced to meet the possibility of direct massive attack on the United 
States and to cover other problems of mobilizing industry. It is fur- 
ther indicated that the existing system with some modification will 
continue to apply to planning for other types of aggression. 

The Register of Planned Mobilization Producers lists the firms 
participating with the Department of Defense in the production-allo- 
cation program. The revised edition of 1957 lists approximately 
18,500 firms, a reduction of about 2,500 from 1956. 
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The preferential planning list of the most critical military items for 
which mobilization production planning with industry is required by 
the Secretary of Defense numbered approximately 1,000 items when 
first etabMaled Further screening now limits this ‘list to approxi- 
mately 400 of the most important items. In addition, the major sub- 
assemblies, parts, and components for preferential items are subjected 
to the same level of planning attention as the end items. The military 
departments are authorized to plan with industry for items which do 
not appear on the preferential planning list provided planning for 
such items will not delay or interfere with planning for preferential 
planning list items. 

BDSA, Department of Commerce, took action during January 1957 
to accord top priority to the procurement of materials by contractors 
and subcontractors engaged in production, construction, and research 
and development for the intercontinental ballistic missiles and inter- 
mediate range ballistic missiles programs. This action was taken pur- 
suant to a policy decision of ODM and after discussions were held with 
representatives of ODM and the Department of Defense. Authority 
has been delegated to the Secretary of Defense authorizing the DX 
rating in support of the LCBM-IRBM programs. Contracts and 
purchase orders having DX ratings take priority over DO-rated 
defense orders as well as unrated orders. 

The means must be found to provide the solutions to major unre- 
solved preparedness problems without delay. 


Com™MITTEE Hearincs AND ReEports 


During the past year your committee has published reports on the 
following subjects: (1) Study of Supply and Distribution of Nickel ; 
(2) Supplementary Report to Study of Supply and Distribution of 
Nickel : ; (3) Hearing on Activities of the General Services Adminis- 
tration Under the Defense Production Act; ; (4) Hearing on the Activ- 
ities of the Office of Defense Mobilization and the General Services 
Administration, Including Loans and Guaranteed Loans; (5) Report 
on Reducing Our Vulner ‘ability to Attack; (6) Hearing on Aluminum 
Contracts and Tax Amortization. The publications mentioned above 
are herewith summarized under the following headings: 


REPORT TO COMMITTEE ON NICKEL 





PROGRESS REPORT NO. 36 


The 84th Congress, in extending the Defense Production Act in 
June 1956, made provision for a special investigation and study of 
nickel by the Secretary of Commerce, and further provided for con- 
sultation with the Joint Committee on Defense Production during the 
course of such investigation and study. The committee staff met w ith 
officials of the Department of Commerce on numerous occasions dur- 
ing the course of this study, and the report was submitted to the 
committee by the Secretary of Commerce on January 2, 1957. 

Nickel ranks fifth in total gross transactions consummated among 
Defense Production Act programs. The expansion of the Govern- 
ment-owned plant at Nicaro, Cuba, was carried forward through the 
use Of Defense Production Act funds, and other expansions have 
resulted from contracts to purchase nickel with Defense Production 
Act funds. 
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Immediately prior to the passage of the Defense Production Act 
Amendments of 1956, the Joint Committee on Defense Production had 
held hearings on the supply and distribution of nickel, and it appeared 
that further studies should be made of the distribution of the avail- 
able supply of nickel. Consideration was given to the problem by the 
two Banking and Currency Committees in the extension of the De- 
fense Production Act, and in passing the Defense Production Act 
Amendments of 1956, language was included as follows: 


The Secretary of Commerce shall make a special investi- 
gation and study of the production, allocation, distribution, 
use of nickel, of its resale as scrap, and of other aspects of 
the current situation with respect to supply and marketing 
of nickel, with particular attention to, among other things, 
the adequacy of the present system of nickel allocation be- 
tween defense and civilian users. The Secretary of Com- 
merce shall consult with the Joint Committee on Defense 
Production during the course of such investigation and 
study with respect to the progress achieved and the results 
of the investigation and study, and shall make an interim 
report on the results of the investigation and study on or be- 
fore August 15, 1956, and shall, on or before December 31, 
1956, make a final report on the results of such investiga- 
tion and study, together with such recommendations as the 
Secretary of Commerce deems advisable. Such reports shall 
be made to the Senate (or to the Secretary of the Senate if 
the Senate is not in session) and to the House of Repre- 
sentatives (or to the Clerk of the House of Representatives if 
the House is not in session. ) 


With respect to supply, use, and distribution of nickel, the Depart- 
ment of Commerce made the findings which follow: 


1. The supply of primary nickel available to the United 
States will not meet the Nation’s full requirements for sev- 
eral years. Expansion of the free-world supply now under- 
way or definitely planned, may not meet fully the needs of 
the United States by 1960-65, when such expansions are due 
to materialize. If additional projects for expansion of the 
total supply now under discussion with the General Services 
Administration with respect to governmental assistance are 
actually undertaken in the near future, it appears that the 
supply that would be available at the end of 5 or 6 years will 
be adequate for our needs at that time. 

2. The supply of nickel for nondefense purposes has been 
maintained and increased during 1955 and 1956 through 
diversions of producers’ shipments from Government ac- 
count to industrial consumption. Without the availability 
of such Government-sponsored production, the increased 
military requirements would have seriously affected non- 
defense production in nickel-consuming industries. If fu- 
ture military requirements remain substantially at current 
levels, the amount of nickel for nondefense uses will mod- 
erately increase during the next year or so through increased 
output of primary nickel. 
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3. The Department of Commerce found that the distri- 
bution of primary nickel by producers has, in general, been 
carried out in a fair and equitable manner. The availability 
of premium price nickel from diverted Government contracts 
has presented many problems of equitable treatment among 
consumers. The Department of Commerce found that the 
largest supplier of primary nickel, the International Nickel 
Co., follows a strict and consistent policy of distribution 
among customers pursuant to a base period consumption, 
and that small consumers among its customers were treated 
fairly and received their essential needs notwithstanding 
base-period usage. The Department of Commerce also found 
that the distribution of producers other than the Interna- 
tional Nickel Co. had been fitted into the pattern of the 
International Nickel Co. without distortion of the base-period 
system. It was stated that strict adherence to the base-period 
system in the distribution of a scarce material does not allow 
for changes and shifts of consumption, growth of industry, 
technological developments, and new uses, and that this is 
particularly true where distribution of the primary material 
affects many other industries dependent upon the material 
in its many forms, uses, and applications. The Department 
of Commerce reported that there should be modifications of 
the base-period system of distribution of primary nickel to 
take into account, as far as possible, the changes which take 
place in our industrial economy. 

4. The Department of Commerce reported that the survey 
developed the most detailed information ever assembled on 
the plating supply business and on the plating industry. In 
the judgment of the Department, the producers and dis- 
tributors of nickel-plating materials have followed policies 
and practices which resulted in inequities among groups of 
customers throughout the plating industry, and in preferen- 
tial treatment for some customers. It was stated that these 
practices have been disadvantageous to the job-plater group 
in general, and to the small plater in particular. Of special 
significance was the development by the Department that the 
small user of plating materials (whether or not a small busi- 
ness) has had less favorable treatment from suppliers than 
has the small user in other industries who is supplied by the 
producers of primary nickel. The Department identified 
practices deemed to result in an inequitable distribution of 
the available nickel for nondefense purposes to the plating 
industry. 

5. It was found that the existence of several prices in the 
nickel market, and the wide range between the established 
market price and the free market price, present problems in 
equitable distribution both with respect to private firms and 
the distribution of Government-owned nickel and nickel pro- 
duced under Government sponsorship. It was stated that 
the multiprice aspect of the nickel situation will not disap- 
pear until there is an adequate supply of nickel for all uses 
and normal competition in the market is resumed. 
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6. The Department of Commerce reported that nickel- 
bearing scrap in the metal fabricating industries is an im- 
portant secondary source of nickel. The movement of 
nickel-bearing scrap into consumption and the extraction of 
nickel from scrap for reuse is a very complex matter. In the 
survey, the Department endeavored to measure the quantity 
of nickel involved in scrap, and to trace its reuse. Consid- 
erable information on the subject was presented in the report 
but it was said to be impossible to identify the quantities of 
nickel recovered from scrap that move in the free market. 
The belief was expressed that, outside of certain imports, 
nickel generated from scrap constitutes the largest source of 
x market nickel. 

. The Department of Commerce reported that the inves- 
Seition did not develop any additional information on the 
uses of nickel in the then current defense program, and that 
investigations of the relationship between the estimated mili- 
tary requirements and the actual consumption of nickel for 
defense purposes were being carried on continuously inde- 
pendent of the survey. 

8. The Department of Commerce reported that as of the 
date of the report (January 2, 1957), it was clear that the 
inadequate supply of nickel for all purposes had retarded and 
was then retarding industrial expansion in several areas, and 
that research and dev elopment which would contemplate 
increased or new uses for nickel were not progressing as fast 
as would be the case if adequate supplies of nickel were im- 
mediately available. 


As a result of the facts developed in the survey, the Department 
of Commerce reported that actions were taken or would be taken 
as follows: 

Consultations were held with officials of all the plating supply firms 
for the purpose of informing them of the practices which resulted in 
the inequities in the distribution of nickel, and to ask their coopera- 
tion in making changes in their distribution practices. The Depart- 
ment of Commerce reported that officials of the plating supply firms 
indicated their desire to cooperate; made arrangements to confer in- 
dividually with officials of the International Nickel Co., and made 
plans to consult individually with the Business and Defense Services 
Administration for assistance in achieving a more equitable distribu- 
tion of nickel-plating materials. It was understood that a report was 
expected not later than January 15, 1957. 

The Department of Commerce reported that consultations had been 
undertaken with officials of the International Nickel Co. regarding 
possible revision of the base-period system in the distribution of pri- 
mary nickel for the purpose of taking into account, insofar as prac- 
tical, more recent changes in our industrial economy that makes the 
1948-50 base no longer completely adequate. 

The Department - of Commerce reported that it would expand its 
surveillance of the distribution of nickel, and that on or before Feb- 
ruary 1, 1957, the Department would report to the Congress what had 
been accomplished in the plating-material industry to achieve a fair 
and equitable distribution of plating materials. 
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It was stated in the report that, through the cooperation of busi- 
ness and Government, it should be possible to arrange for fair and 
equitable distribution of the available supply of nickel for nondefense 
purposes as among nickel-consuming sientria and as among users 
in such industries. It was further stated that it was the firm convic- 
tion of the Department that a cooperative undertaking for this pur- 
pose is much preferable to Government allocation control of the dis- 
tribution and use of nickel. Although the Department indicated that 
it was reluctant to interfere in any way with the private affairs of 
individual businesses, it recognized that it was apparent that a very 
large degree of public interest was involved and it was indicated that 
this was recognized by the industry. The Department concluded its 
observations by stating that in view of the very special circumstances 
surrounding the nickel situation, particularly the requirements for 
defense which amount to over one-third of the total supply, the spon- 
sorship by the Government of a substantial portion of the new supply 
of nickel, and the ownership by the Government of a source of supply, 
it was obvious that the Government’s interest in and its actions with 
respect to the distribution of nickel do not constitute any precedent 
for similar actions in other fields where the supply of materials is 
inadequate to meet civilian demands. 


SUPPLEMENTARY REPORT TO COMMITTEE ON NICKEL—-PROGRESS REPORT 
NO. 37 


On February 15, 1957, the Secretary of Commerce forwarded the 
committee a supplementary report on the status of efforts to accom- 
plish a fairer and more equitable distribution of nickel-plating mate- 
rials. This report was forwarded in accordance with the provisions 
of section 712 (f) of the Defense Production Act, under which the 
Department of Commerce conducted an investigation and study of 
nickel in consultation with the Joint Committee on Defense Produc- 
tion. The Secretary of Commerce, in submitting a report to the com- 
mittee on January 2, 1957, stated that a supplementary report would 
be furnished to the committee. 

The Secretary of Commerce reported, on February 15, 1957, that 
while all of the actions necessary to correct the conditions previously 
a had not been completely accomplished in the time available, 
substantial progress had been made, and that it appeared that changes 
already made and under way would result in a satisfactory conclu- 
sion. The progress reported by the Secretary of Commerce to the 
date of the report was as follows: 


GENERAL MEASURES 


1. Meetings have been held individually with the manage- 
ment of each of the plating-supply houses. In all cases, in- 
formation reflecting customer patterns, the relative propor- 
tions of nickel-plating materials being shipped to customer 
categories arranged by size of user, and similar data needed 
for analysis of the distribution problem, has been compiled 
by the supply houses and made freely available to personnel 
of the Department. 
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2. An unconditional commitment has been made by each 
of the supply houses to take such actions as may be necessary 
to correct deficiencies or inconsistencies applicable to oan 
with respect to the equity of distribution of nickel-plating 
materials. 

3. Each supply house has been engaged in an intensive 
review of its complete customer lists to establish a current 
and equitable entitlement or customer share of present and 
future supply of nickel-plating materials available for civil- 
ian use. This entitlement will be derived from a modernized 
base period, after adjustment for size of user, acquired fa- 
cilities, and the like. 

4. In the case of each supply house additional market- 
price nickel will be made available to smaller plating users 
as a group. 

5. Discussions between officials of the International Nickel 
Co. and individual managements of the supply houses have 
been held to establish the specific quantities of market-price 
nickel required to accord treatment to small nickel-plating 
users that will parallel that extended to smaller users in non- 
plating industries. The objective of these discussions is to 
accomplish this purpose without causing appreciable hard- 
~ among either the larger plating users or nonplating 
nickel users in other industries. 

6. Present indications are that actions to establish revised 
procedures for the distribution of nickel to the supply houses 
as well as the distribution of nickel-plating materials by the 
supply houses to individual users will be taken in the next 
several weeks. Five, and possibly the sixth, of the major 
supply houses either have established or will establish re- 
vised distribution procedures which affect shipments during 
the first quarter of 1957. 

7. Preparations for the assignment of Department per- 
sonnel to insure continuing surveillance of nickel distribu- 
tion have been made. Judging from the highly cooperative 
attitude displayed by each of the private firms involved, 
it can be anticipated that additional improvements will be 
made to the extent that practical experience with the revised 
distribution procedures indicates them to be necessary. 


SPECIFIC ACTIONS 


Beginning on page 56 of Defense Production Act Progress 
Report No. 36, 85th Congress, Ist session (Study of Supply 
and Distribution of Nickel), the Department listed 10 find- 
ings of departures by 1 or more supply houses from fair and 
equitable distribution of nickel to platers. These are all in 
the process of being remedied as described below, as a result 
of consultations between each of the supply houses and the 
Department. 


1. Recordkeeping 
Although arrived at individually, it now appears that each 
of the supply houses will maintain on one card or sheet the 
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necessary information to permit a review for each of its 
plating customers of basic entitlement, any deviation there- 
from, the pro rata share each month or quarter from available 
supply of market price and of premium nickel, the corre- 
sponding shipment, and the explanation for any inconsist- 
encies. This system will make possible an objective, con- 
sistent treatment of individual customers by each supply 
house, will minimize the possibility of inadvertent departure 

from formula and facilitate Department review of distribu- 
tion practices. 


2. Pro rata distribution 

Generally a fair and objective distribution of plating nickel 
must be based on some system of pro rata share of the avail- 
able supply by formula. As the Department has stated pre- 
viously, slavish adherence to formula at times will be incon- 
sistent with a dynamic American industry. The recordin, 
of explicit reasons for departure from formula, however, will 
serve to keep such departures within the framework of fair 
and equitable distribution, and also will tend to hold down 
their number. The Department is therefore pleased to report 
that each of the supply houses has undertaken to establish 
and maintain a formula which would result in an equitable 
distribution of market and premium price nickel. 

Modernization of base period 


As one element in the establishment of constructive formu- 
las for nickel distribution to platers, the supply houses indi- 
vidually have reexamined the adequacy for use as a base 
period of the highest 6-month-receipt period for the 18 
months ending June 30, 1950. This base period has been dis- 
carded and replaced by a modernized base period which gen- 
erally centers on the year 1956, or 1955-56. This latter 
represents one element in the computation of the larger cus- 
tomers’ basic entitlement. 


Unused entitlement 

Use of this new basic entitlement will automatically elimi- 
nate the problem arising from the necessity of redistributing 
the shares of plating plants no longer in existence, or of plants 
which no longer require or take their full offering based on 
their usage in 1949-50, as had previously been the case. In 
general, the small surpluses which may result from under- 
purchase by platers will be integrated into the following 
month’s distribution. 


. Regional unevenness 

The practice by several supply houses of regional allocation 
of plating nickel resulted in unevenness of treatment due to 
disproportionate plater mortality or changes in patterns of 
plating by geographic areas. In each case this is being recti- 
fied by centralized distribution. 

Premium nickel 

Each supply house in the future will distribute — 
nickel to the larger users on the same basis as market-price 
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nickel. Smaller users, being offered up to the full amount of 
their needs in market-price nickel will, of course, not partici- 
pate in the distribution of premium nickel. 


7. Option of anodes or salts 

In general, those houses which distribute but do not make 
solutions of nickel salts give their customers the option of 
taking their nickel as anodes or salts in such proportions as 
the customers may desire. Supply houses which are also 
manufacturers of nickel-salt solutions, however, have the 
problem of utilization of their facilities which makes it de- 
sirable for them to sell a portion of their nickel in the form 
of solutions. This may create some disparity in treatment, 
depending on whether a plater is buying from a supply house 
which makes or does not make solutions. The question of 
whether supply houses making salts will give all their cus- 
tomers the option of taking allocations entirely in anodes or 
partly in salts as they may wish has not yet been fully re- 
solved. Additional work may be necessary if experience in- 
dicates that the proposed changes are not satisfactory. 


8. New customers 

The previously reported treatment of new customers, and 
customers with newly acquired facilities, as among the var- 
ious supply houses, has ranged widely from outright refusal 
to varying degrees of satisfaction of requirements with re- 
spect to both market- and premium-price nickel. It is pos- 
sible to report that reasonably consistent treatment of this 
category of nickel users is being instituted by supply houses. 


3. Small users 


This group will benefit most importantly from the re- 
examination and changes in distribution procedures noted 
above. The previous lack of general consistenc y in the dis- 
tribution to small users will end. In its place is being sub- 
stituted a carefully reasoned procedure to assure them an 
adequate supply to meet their valid current need in the form 
of market-price nickel. In addition, by making offerings to 
smal] users on a quarterly rather than monthly basis, sav- 
ings in handling costs to the supply houses will be passed on 
to such customers. In short, as this report is written it 
appears that the actions of the supply houses together with 
a related adjustment of INCO’s shipments to the supply 
houses will result in a treatment of small nickel users in the 
plating industry that parallels that accorded small users in 
other industries. 


10. Jobbers 


Jobbers of supply houses, who redistribute their supply, 
have constituted a significant element in the distribution sys- 
tem to nickel platers. For the most part, however, the dis- 
tribution principles and practices of these jobbers have not 
been considered by the supply houses as a major part of their 

responsibility in terms of equitable distribution. The 
specific treatment to be accorded to such platers has not 
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been finally determined in all cases at this time. However, 
several supply houses have found it possible to establish 
central records for all of their jobbers’ customers. This will 
insure that the revised distribution procedures will be ap- 
plicable also to customers of jobbers. This has not been 
found feasible in all cases, however. For this reason addi- 
tional efforts are being made to develop an alternative prac- 
ticable solution. 


PROGRESS REPORT NO. 38——-HEARING 


On May 21, 1957, Mr. Franklin G. Floete, Administrator of the 
General Services Administration, appeared before the committee con- 
cerning programs being administered by the General Services Admin- 
istration under authority of the Defense Production Act, and dele- 
gated to GSA by the Office of Defense Mobilization. The chairman 
pointed out in his opening statement that GSA plays an important 
role in administering the programs under the Defense Production Act, 
as indicated by the fact that GSA has had $1,520 million allocated 
from ODM out of a total borrowing authority fund of $2.1 billion. 
The chairman stated that the committee was interested in such prob- 
lems as the availability of funds, the use of incentives authorized un- 
der the Defense Production Act and tax amortization, losses sustained, 
quantity of materials in the Defense Production Act inventory and 
the cost and market value, materials on hand which do not meet stock- 
pile specifications, results obtained in upgrading low-grade ores and 
the development of substitutes, plans for the sale of existing inven- 
tories, the amount of outstanding contracts, the dispersal of storage 
facilities and public buildings, the status of the Nicaro nickel opera- 
tion which was expanded with Defense Production Act funds, a report 
on the recent contract concluded for the purchase of nickel from the 
Freeport Sulphur Co., and other similar problems. 

Mr. Floete made reference to the fact that there are several laws 
which affect the raw materials program of the Government. These 
laws include the Defense Production Act; the Strategic and Critical 
Materials Stockpiling Act; the Agricultural Trade Development and 
Assistance Act of 1954; the Domestic Tungsten, Asbestos, Fluorspar, 
and Columbium-Tantalum Production and Purchase Act of 1956; the 
Abaca Production Act of 1950; and other laws. 

The Administrator of GSA stated that the use of the authority un- 
der section 303 (a) of the Defense Production Act for the purchase or 
commitment to purchase metals, minerals, and other materials had 
resulted in gross transactions of $7,179 million; of which $1,291 mil- 
lion was for machine tools; $4,935 million for metals and minerals; 
$883 million for rubber; and $71 million for Treasury interest, cus- 
todial, and administrative expenses. In addition, as of December 31, 
1956, GSA had guaranteed 26 loans having a gross value of $165 
million under section 301 of the Defense Production Act. As of the 
same date a total of 18 loans of $139 million in value had been certified 
by GSA and approved by other agencies, which loans were made to 
contractors producing copper, manganese, and several other materials. 
It was further reported that advance payments of $189 million had 
been made by GSA under section 303 (b) of the Defense Production 
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Act. The advance payments applied largely to machine tools, tita- 
nium, and nickel. It was stated that subsidy payments had been made 
in the amount of $21 million, and involved copper, aluminum, and 
zinc. Research contracts executed by GSA cover such activities as the 
development of synthetics and substitutes, construction of pilot 

lants, and the testing and assaying of samples from new domestic ore 

dies. It was reported that 30 contracts valued at $13.5 million had 
been executed for research and development for such materials as 
titanium, manganese, nickel, selenium, and mica. GSA also has au- 
thority to transport and store, and have processed and refined any 
materials procured under the act. With respect to refining and up- 
grading materials procured under the act, only one contract cover ing 
beneficiation of tungsten ores has been executed. 

It was reported that as of December 31, 1956, the total value of all 
stockpile objectives was $11 billion, of which $6.6 billion was for mini- 
mum objectives and $4.4 billion for long-term objectives. Procure- 
ment toward these objectives amounted to $6.8 billion, leaving a bal- 
ance of $4.2 billion for later acquisition. Mr. Floete reported that 
GSA was engaged in taking a physical inventory of the defense mate- 
rials for which GSA has storage responsibility. 

In commenting on materials in the supplemental stockpile, an official 
of GSA pointed out that there is a difference between the supplemental 
stockpile and the national stockpile in that there is no authority to 
utilize materials in the supplemental stockpile in accordance w ith sec- 
tion 5 of the Stockpiling Act. The committee voted to initiate legisla- 
tion authorizing the President to utilize materials in the supplemental 
stockpile in accordance with section 5 of the Stockpiling Act. The 
Administrator also suggested that studies be made of the laws relating 
to stockpiling in order to simplify the numerous laws. 

Questions were raised regarding the letter agreement entered into 
between GSA and the Freeport Sulphur Co. for the production of 
nickel at prices higher than the prices contained in proposals of the 
Bethlehem Steel. Co. Mr. Floete testified that GSA recommended the 
Bethlehem proposal but was instructed to follow ODM policy and 
negotiate with the Freeport Sulphur Co. Mr. Victor E. Cooley, 
Deputy Director of ODM, testified that ODM favors rapid tax amor- 
tization rather than Government. loans as the least expensive manner 
of expanding defense facilities. 

The Administrator stated that the $48 million expansion of the 
Nicaro nickel plant was completed in March 1957. As of December 
31, 1956, GSA had invested $56.1 million in capital improvements since 
reactivation in 1951, and the original plant was transferred to GSA at 
an adjusted acquisition cost of $31.6 million. It was stated that a final 
decision had not been reached as to whether the Nicaro operation will 
be continued under Government contract or by private industry after 
the extension of the contract expires. 

The question was raised as to the adequacy of the funds provided 
under the borrowing authority, since it appeared that quantities of 
aluminum would be tendered to the Government under domestic expan- 
sion contracts. It was thought that adequate funds would be available 
in capital accounts and reserve accounts to take care of foreseeable 

“puts” of aluminum. 

As of December 31, 1956, total losses under contracts executed by 

GSA were estimated at $754,493,000. Of this amount $163,299,887 
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was actually incurred, leaving the balance for anticipated losses for 
the future. 

Inquiry was made regarding the storage of stockpile materials, and 
it was stated that since a large percentage of the sites now being used 
were selected prior to the effective date of the present criteria, 36 per- 
cent of our storage sites are associated with potential target areas at 
which 43 percent of the overall tonnages of assumed destructible mate- 
rials are stored. It was stated, however, that tonnages are being 
reduced progressively under the rotation program. 


PROGRESS REPORT NO. 39—-HEARING 


On May 28, 1957, Mr. Gordon Gray, Director of the Office of Defense 
Mobilization, and Mr. Franklin G. Floete, Administrator of the Gen- 
eral Services Administration, testified before the committee on activ- 
ities under the Defense Production Act, including loans and guaran- 
teed loans. The chairman pointed out in his opening statement that 
at the last hearing questions were raised concerning a policy of the 
Office of Defense Mobilization under which loans under the Defense 
Production Act appeared to have been ruled out, while tax amortiza- 
tion and purchase contracts were offered as incentives to industry. It 
was further stated that 8,757 incentive loans amounting to a total of 
$10,339,400,000 were made in World War II, which resulted in a profit 
to the Government of $22,979,000; and that since the passage of the 
Defense Production Act there have been additional guaranteed loans 
amounting to $2,842 million, and allowing $2,065,000 for outstanding 
loans which may be uncollectible, the net profit from September 1950 
to March 31, 1957, is estimated at about $24.5 million. he chairman 
pointed out that the Secretary of the Treasury had estimated the loss 
from tax amortization at about $3 billion, and stated that the commit- 
tee was interested in finding out the thinking behind the policy which 
disapproves loans but approves tax amortization and purchase con- 
tracts. 

The chairman also stated that the committee was interested in one 
specific application of the policy which favored tax amortization and 
purchase contracts as an example of the manner in which the policy 
might operate. The example referred to involved the rejection of a 
proposal of the Bethlehem Steel Co. for construction of a nickel plant 
by a subsidiary company, based on a loan, and the agreement of the 
General Services Administration to make a contract with the Freeport 
Sulphur Co. to produce nickel, with tax amortization and a purchase 
contract as incentives. The Bethlehem Steel Co. proposed to build a 
plant with an annual capacity for production of from 30 million to 70 
million pounds of nickel. ‘The Government would not have been obli- 
gated to purchase any of this nickel but would have had an option to 
purchase one-half of the production at 10 percent below the market 
price. A letter from the Administrator of GSA to the Freeport 
Sulphur Co. dated March 8, 1957, indicated that this company _pro- 
posed to construct a plant with an annual capacity of 50 million 
pounds of nickel, and that the company would have the right to sell 
to the Government approximately 271 million pounds of nickel at a 
minimum price of not less than 74 cents per pound. This letter fur- 
ther indicated that the right of the Government to purchase nickel 
would be limited to 30 percent of the total production at 74 cents per 
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— or the market price if higher, and that in a falling market the 
overnment would pay not less than 74 cents a pound. 

The letter also set forth the fact that the Government would be 
obligated to purchase 23,835,000 pounds of cobalt from the Freeport 
Sulphur Co. at $2 per pound. Doubt was expressed as to whether 
there was a defense need to enter into a contract for $47 million worth 
of cobalt at a fixed price. The Government would not have been re- 
— to purchase cobalt under the proposal of the Bethlehem Steel 

o. It was indicated in the proposal of the Freeport Sulphur Co. 
which was inserted into the record that the agreement assumed the 
Freeport Sulphur Co. would make application for certificates author- 
izing accelerated tax amortization for 80 percent of the total facilities 
investment. As to the Bethlehem Steel Co., it was indicated that the 
subsidiary corporation which would undertake to construct the plant 
would be a Cuban corporation and apparently not eligible for tax 
amortization or subject to United States income taxes. Although the 
proposal of the Bethlehem Steel Co. was not final, the testimony indi- 

cates that the security for the loan requested by the Bethlehem Steel 
Co. would have been between $714 million and $20 million. 

The staff made calculations on the difference in cost of nickel under 
the two proposals. In the first instance, it has been prev iously stated 
that the Government would be obligated to purchase 23,835,0( \0 pounds 
of cobalt from the Freeport Sulphur Co., for which there is a ques- 
tionable defense need. The Government would not have been required 
to purchase cobalt from the Bethlehem Steel Co. For the purchase of 
271 million pounds of nickel at 74 cents per pound the difference was 
figured as follows: Under the Bethlehem Steel Co. proposal, one-half 
of 271 million pounds at 74 cents per pound would amount to $100,- 
270,000, and the other half of the 271 million pounds at 74 cents per 
pound less 10 percent would amount to $90,243,000, which would 
amount to $10,027,000 less than would have been paid to the F reeport 
Sulphur Co. for 271 million pounds of nickel at 74 cents per pound. 
If the market dropped to the previous market price of 6414 cents per 
pound and remained at that pr ice, the Government would be obligated 
to pay the Bethlehem Steel Co. $34,487,000 less than would have been 
paid to the Freeport Sulphur Co., in addition to such savings as would 
arise from not being required to purchase cobalt from the Bethlehem 
Steel Co. 

Mr. Gordon Gray, Director of the Office of Defense Mobilization, 
stated that the policy referred to was in effect prior to the time that he 
assumed office. He further stated that he was very much interested in 
examining the respective merits of tax amortization and the use of 
the lending authority. 

Mr. Gardner L. Boothe II, Director, Division of Defense Loans, 
Federal Reserve Board, submitted a report covering guaranteed loans. 
In the World War II program, after all expenses and losses were paid, 
the net return to the Government from guaranty fees, recoveries, etc., 
amounted to about $24 million. Loans totaling in excess of $10 billion 
were guaranteed during this period. Mr. Boothe further reported that 
after “deducting current costs, the net receipts to the guaranteeing 
agencies from September 1950 to March 31, 1957, amounted to $26,570,- 
000. Allowi ing $2,065,000 for outstanding loans which may be uncol- 
lectible, the net probit to the Government for the later period amounts 
to approximately $ $24.5 million. 





NATIONAL DEFENSE PRODUCTION 25 


REDUCING OUR VULNERABILITY TO ATTACK-——PROGRESS REPORT NO. 40 


Pursuant to a request by this committee, on May 20, 1953, the Direc- 
tor of the Office of Defense Mobilization submitted a report on the dis- 
persion of industrial facilities and problems relating to the vulner- 
ability of the United States to attack. 

The policy of the Congress with respect to dispersion is set forth 
in section 2 of the Defense Production Act, and such policy was first 
included with the passage of the Defense Production Act amend- 
ments of 1956. The report of ODM was requested in accordance with 
this policy and the responsibility of this committee to review the 
progress achieved in the execution and administration of Defense Pro- 
duction Act programs. Section 2 of the act provides in part as 
follows: 


In order to insure productive capacity in the event of such 
an attack on the United States, it is the policy of the Congress 
to encourage the geogr :phical dispersal of the industrial fa- 
cilities of the United States in the interest of the national 
defense, and to discourage the concentration of such produc- 
tive facilities within limited geographical areas which are 
vulnerable to attack by an enemy of the United States. In 
the construction of any Government-owned industrial fa- 
cilities, in the rendition of any Government financial assist- 
ance for the construction, expansion, or improvement of any 
industrial facilities, and in the procurement of goods and 
services, under this or any other act, each department and 
agency of the executive branch shall apply, under the coordi- 
nation of the Office of Defense Mobilization, when practicable 
and consistent with existing laws and the desir: ability for 
maintaining a sound economy, the principle of the geograph- 
ical dispers: sal of such facilities in the interest of national de- 
fense. Nothing contained in this paragraph shall preclude 
the use of existing industrial facilities. 


It is acknowledged in the report of ODM that the subject of dis- 
persion is broad, and it is treated as a part of the overall problem 
of meeting the dangers of blast, fire; fallout, sabotage, and espionage. 
It is further stated that no single measure is adequate to protect 
against all dangers. 

The report of ODM indicates that, based on 1953 figures, the 17 
American cities with the largest population contained 50 percent of 
all essential manufacturing industry; the 35 largest cities contained 
62 percent; and the next 2 2° cities contained 9 percent, making a total 
of 71 percent of all essential manufacturing industry in the top 57 
ranking cities. The report states that “our relative position is still 
a good one” because the entire output of the Soviet Union is only 
about 30 percent of ours, and we have 29 percent of our production out- 
side of the 57 largest cities. 

In terms of specified manufacturers, the top 57 areas contain 80 per- 
cent of transportation equipment, 76.8 percent of instruments, 73.2 
percent of elec trical machinery, 66.9 percent of machinery other than 
electrical, 72.7 percent of fabricated metals, 72.3 percent of primary 
metals, 67.2 percent of rubber products, 61.9 percent of petroleum 
and coal products, and 53.8 percent of chemicals. 
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ODM reports that while the loss of output following the destruction 
of a oe end item factory is obvious and generally recognized, 
an obscure but more important loss may be experienced from de- 
struction of suppliers of materials and components. 

In connection with the work of ODM and the delegate agencies in 
evaluating concentrations of population and industry, reference was 
made to the “new and very promising technique” of damage assess- 
ment. Damage assessment functions largely around a recently estab- 
lished Damage Assessment Center staffed by personnel from 14 Federal 
agencies. The report states that the work of this center is connected 
with the studies and work of all agencies of the Government and with 
industry. 

The importance of counseling with industry was mentioned in the 
report. The work of the Office of Area Development of the Depart- 
ment of Commerce and that of various offices in the Department of 
Defense is cited as illustrative of progress toward reducing our 
vulnerability by voluntary effort stimulated by Government encour- 
agement. 

Apart from efforts of the Federal Civil Defense Administration, 
the report lists the following practical steps toward the reduction of 
urban vulnerability; the tax amortization program, the stockpiling 
program, the military procurement and production programs, emer- 
gency relocation of Government and industry, protective construction 
of buildings, and protective controls. 

The statistics given in the report indicate an increased effort on the 
part of ODM ier January 1956, when Defense Mobilization Order 

—19 was issued to effectuate dispersion through tax amortization. It 

was stated that since July 1955 cases with an estimated cost totaling 
$1.39 billion had been denied due to dispersion. It was also stated that 
waivers of dispersion criteria during the same period amounted to 
$319.5 million. The report indicated that the Department of Defense 
recommended these waivers, mainly involving airplane plants, upon 
the assumption that in an emergency the facilities, though highly 
vulnerable, may have fulfilled their essentiality. 

In the fields of military procurement and production the report 
indicated progress, but the complete statistics were not given. For 
example the report states that 762 new contracts of more than $10,000 
each were awarded for preferential list items and that 179 of these were 
with new suppliers. It then states that 51.5 percent of the latter, 
representing 44.3 percent of the dollar value, were to be performed in 
dispersed locations, without any statement about the other 482 con- 
tracts which probably represented the bulk of the military procurement 
program. In the industrial facility expansion program, the report 
indicates that 725 projects of more than $1 million each had been 
approved since the beginning of the Korean war, valued in total at $6.5 
billion. Many of the allocations for these projects were for new 
production equipment, mostly machine tools, and for rehabilitation of 
plant structures. However, 355 of the 725 projects, representing 54 
percent of the total program cost, were located outside of what was 
called in the report “the most likely potential targets for nuclear 
attacks.” 

With respect to emergency relocation the report indicates that the 
Federal Government has been engaged for several years in a pro- 
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gram for relocation of its essential functions in time of war. It is 

called the continuity of Government program. New construction has 
been held to a minimum and the plans have included utilization of 
nongovernmental facilities such as colleges and hotels. The program 
extends also to cooperation with State and local councils and boards for 
continuity of their respective functions. Industry has been encour- 
aged to make such plans, but the report indicated that relatively few 
industries have carried out such programs. 

The report deals in part with the stockpile program. Stockpiling 
in itself might be used to offset disadvantages by natural concentra- 
tions in target areas of minerals and natural resources. Stockpile 
storage is something that the Government has under its control, the 
discretion involved being subject to the item of cost. The report re- 
veals that of the 224 locations involved only 64 percent were in dis- 
persed areas. It states, however, that of the total combustible mate- 
rials involved, 57 percent were located in safe areas. 

Recognizing that protective construction now must include protec- 
tion from radiation hazards in areas far removed from any potential 
targets, the report states that “protective construction can be expected 
to play a growing role in the future in our arsenal of nonmilitary 
defense measures.” It states also that tax amortization benefits for 
protective construction had been virtually unused, and that the addi- 
tional costs involved might be a reason for the failure of private indus- 
try torespond. The report frankly states that protective construction 
features were not being incorporated in the vast majority of Federal 
facilities and that where it is incorporated it is generally inadequate. 
Literature on this subject is available from ODM and the FCDA, both 
with respect to industry and protection of the population. 

The report deals in part with protective controls. It indicates that 
increasing attention is being given to physical security, including the 
guarding | of buildings and facilities and protection against sabotage 
and espionage. Publications and orders have been issued on the sub- 
ject and made available to industry when consistent with Government 
security. The report states that a new defense mobilization order was 
being considered to clarify the position of the Government and to deal 
with facilities which have been rated by the Industry Evaluation 
Board and which are not included on the key facilities list of the 
Department of Defense. 

Since a review of the report filed with the committee by the Office 
of Defense Mobilization indicates that the progress achieved in this 
field has not been substantial, it is considered pertinent to include the 
following summary relating to previous studies and conclusions o> 
this subject. 

Prior to the inclusion of the dispersion amendment in the Defense 
Production Act in 1956, dispersion had been an announced policy of 
the executive branch of the Government beginning on August 10, 1951. 
Recognizing that capacity so essential to our national defense and to 
our survival lies within a relatively few densely built up centers, the 
policy statement issued by the President in 1951 directed that satisfac- 
tory standards of dis spersal be applied to the greatest extent practicable 
to certificates of necessity, allocations of er itical mater ials, emergency 
loans, locating facilities built by the Federal Government, and the 
awarding of defense contracts. 
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In July 1952, a panel, headed by Gen. Otto L. Nelson, Jr., vice presi- 
dent of the New York Life Insurance Co., completed a report on the 
reduction of urban vulnerability. This’ report was submitted by 
General Nelson, as the director of the study on this subject, known as 
Project East River, to the Secretary of Defense, the Administrator 
of the Federal Civil Defense Administration and the Chairman of the 
National Security Resources Board. The panel of Project East River 
was established to study measures for reducing the vulnerability to 
strategic attack on centers of population and industry in terms of 
defense by space and defense by structures. ‘The report states in part 
as follows: 

The problem is concerned primarily with less than 100 
urban concentrations in which a major proportion of both the 
population and the industrial power of the United States is 
concentrated. The panel concludes that it is possible, within 
a reasonable time, (1) to redevelop the older central cities at 
lower densities and to guide new metropolitan growth so as to 
reduce very significantly the effect of any one attack or series 
of attacks (defense by space); and (2) to build enough re- 
sistance into existing and new structures which must be 
exposed to the possible effects of modern weapons to prevent 
a very substantial percentage of possible casualties (defense 
by ssaipepaanic 


On May 4, 1955, Dr. Arthur S. Flemming, Director of the Office of 
Defense Mobiliz: ne wrote Gen. Otto Nelson and stated that Secre- 
tary of Defense Wilson, Federal Civil Defense Administrator Peterson, 
and he joined in inviting General Nelson to head a committee to review 
Project East River recommendations in the light of the then present 
developments. Reference was made to the perimeter for target areas 
being obsolete and to fallout. 

The report of the 1955 Review Committee was submitted on October 
17, 1955 (more than 4 years after the disper sion policy was first issued), 
and signed by Otto L. Nelson, as Chairman, and by 13 other members 
of the 1955 Review Committee. It was stated in this review that it 

was necessary to report that the Nation’s preparations and progress 
in nonmilitary defense were still far from what they should be, and 
that there had been lipservice but not the positive leadership needed 
in the field of nonmilitary defense. General Nelson and the Review 
Committee further stated that while the previous study had placed 
great stress on the reduction of urban vulnerability it was disappoint- 
ing to observe that such little progress had been made. General Nel- 
son and his Review Committee concluded that the urban-defense stand- 
ards previously proposed were sound and appropriate, but had not 
been applied. This Review Committee further concluded that if 
advantage were taken of every situation over a 10-year period a gen- 
eral and significant dispersion could be achieved easily. 

The 1955 Review Committee repeated the recommendation which 
was made in the study in 1952— 


that the Federal Government demonstrate the importance of 
reducing urban vulnerability in general by taking the lead in 
setting an example through the : applic ation of urban-defense 
standards to all of its own building programs, and to give 
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every possible encouragement to the spreading out and proper 
spacing of new developments. 


PROGRESS REPORT NO, 41—-HEARING 


Mr. Gordon Gray, Director of the Office of Defense Mobilization, 
and Mr. Franklin G. Floete, Administrator of the General Services 
Administration, testified before the committee on July 30, 1957. The 
purpose of the’ hearing was to inquire into the actions taken with 
respect to large quantities of aluminum tendered to the Government 
by the producer ers under domestic expansion supply contracts. These 
domestic supply. ‘acetal were signed with the Aluminum Company 
of America, the Kaiser Aluminum & Chemical Corp., the Reynolds 
Metals Co., and the Harvey Machine Co. Alcoa and Kaiser later 
signed long-term contracts for the purchase of aluminum from Can- 
ada with the Aluminum C ompany of Canada. According to the testi- 
mony, Alcoa and Kaiser contended that consideration should be given 
to imports under the Canadian contracts in figuring the quantities of 
aluminum to be put to the Government under the domestic supply 
contracts. No question was raised as to imports by the other two 
companies. 

The committee had made inquiry concerning the amount of alumi- 
num which could be put to the Government under the domestic supply 
contracts at a previous hearing, but it developed that larger quantities 
were tendered than had been anticipated by General Services Admin- 
istration. The Administrator of General Services Administration 
advised that no final agreement had been made with the interested 
companies on figuring imports, but that discussions had been held and 
there were tentative agreements which were subject to further clear- 
ance. The tentative agreements provided for an acceptance of from 
20 to 25 percent of the imports and for an increase in the percentage 
of aluminum to be offered to nonintegrated users. The status of the 
aluminum contracts has been brought forward to date under the head- 
ing of “Aluminum Contracts” in this report, including more detailed 
information developed in the hearing. 

Consideration was given to materials in short supply and to mate- 
rials in surplus supply as related to the Defense Production Act in- 
ventory, the national stockpile, and the supplemental stockpile. In- 
quiry was made concerning the acquisition of materials through barter 
and the use of foreign currency, and the preparation of the list by 
Office of Defense Mobilization for guidance in the bartering of surplus 
commodities. The Director of Office of Defense Mobilization stated 
that in the past the stockpiling policies had been determined with a 
5-year deficiency in mind, but that this matter had been under intense 
study by the executive branch of the Government in recent months. 
Mr. Gray stated that future acquisitions for the national stockpile are 
determined by the 3-year procurement-priority level, except in those 

cases where commitments have been made. 

Consideration was also given to the application for a tax amortiza- 
tion certificate by the North American Steel Co. The Director of 
Office of Defense Mobilization stated that there were compelling 
reasons which supported the request and also compelling considera- 
tions which were not favorable to granting the extension. ‘The origi- 





30 NATIONAL DEFENSE PRODUCTION 


nal certification was for part of an open goal which was substantially 
unfilled at the time it was made. The company had incurred expen- 
ditures, was considered a small business in the steel industry, and the 
plant would be in a dispersed location. The testimony indicated that 
there had been a lapse of about 14 months when an extension was not 
requested. It was stated that if the application were being considered 
for the first time, it would be denied—the steel expansion goals having 
been closed on December 3, 1953. It was further stated that the dele- 
gate agency had considered the matter carefully and had recommended 
that no further time extension be granted; and that the added capac- 
ity, while desirable, was not needed for defense. The Director of 
Office of Defense Mobilization stated that these countervailing consid- 
erations were very persuasive on both sides, and that this was a diffi- 
cult decision from the point of view of balancing equities and needs. 
On October 25, 1957, Office of Defense Mobilization denied the appli- 
cation. 


Starr ConTrIBuTIONS TO THE Work OF THE COMMITTEE 


Under the direction of your chairman, the committee staff assists 
the committee in the daily task of conducting studies and compiling 
information on programs being administered under authority of the 
Defense Production Act, including the expenditure of borrowing-au- 
thority funds authorized by the act. There have been numerous dis- 
cussions with officials in the departments and agencies performing 
functions under the act, and with individuals concerned with these 
programs outside of the Government. Recommendations and sugges- 
tions contained in hearings and reports of the committee are subject 
to continuing review, and also the reports which the committee re- 
ceives in connection with the execution and administration of Defense 
Production Act programs. 

Acting for your committee and under the supervision of your chair- 
man, some of the studies are summarized under the headings which 


follow: 
AtumiInum ContTRACTS 


Beginning in 1950, under authority of the Defense Production Act, 
the Government entered into domestic aluminum supply contracts 
with the Aluminum Company of America, Kaiser Aluminum & 
Chemical Corp., the Reynolds Metals Co., and the Harvey Machine 
Co. The aluminum companies were to construct new facilities to pro- 
duce aluminum referred to as “additional production.” Under these 
contracts the Government could require the aluminum producers to 
sell to the Government the additional production until the termina- 
tion dates. Any quantity of the production not disposed of, or not 
otherwise sold or utilized by the producers, may be tendered to the 
Government, which provisions are frequently referred to as “put 
rights.” 

It was recognized in the domestic supply contracts that the alum- 
inum producers had other aluminum reduction facilities in being or 
under construction, or that they might in the future acquire further 
aluminum reduction facilities. The companies are allowed to first 
dispose of the production from these other facilities, or utilize for 
their own purposes the production from the “other facilities” before 
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disposing of or utilizing aluminum from the facilities covered by 
Government contracts. It is further stated that the Government will 
purchase from the companies all of the production of the “additional 
facilities” not otherwise disposed of by the companies, after comply- 
ing with certain requirements. Thereafter, it is provided that “the 
Government does not, by this contract, guarantee or agree to purchase 
production from other facilities.” 

Of the 10 domestic expansion contracts, 2 were with the Aluminum 
Company of America, 4 with the Kaiser Aluminum & Chemical Corp., 
3 with the Reynolds Metals Co., and 1 with the Harvey Machine Co. 
The contracts provide for the construction of new facilities having 
the capability of producing the quantities of aluminum which follow: 


Pounds 
AleGa ko Ge ee Oe ee 2, 050, 000, 000 
TO iii oid hd aii bs heist cima abate ieseeee 2, 282, 000, 000 
TOV ONO orcccnecksnscenatithcimnekds wentietiadeeeetioaee ae 1, 800, 000, 000 
BTV CFs oe oscar ct eee nero ee ae 540, 000, 000 


Each contract covers a 5-year production period. GSA reports 
that tax amortization was authorized for Alcoa in the amount of 
approximately $206,920,550 ; for Kaiser in the amount of $179,666,600 ; 
for Reynolds in the amount of $144,951,150; and for Harvey, the 
amount of $55,462,500. Some Government funds were loaned and 
some advance payments were made. The contracts require offerings 
to nonintegrated users. 

The Administrator of GSA testified that aluminum was first ten- 
dered to the Government under these contracts in December 1956. 
From December 1956 to April 1, 1957, a total of 400 million pounds 
of aluminum was tendered to the Government. GSA reported that 
as of April 1, 1957, the total amount of aluminum which could be 
put to the Government would be 1,365,818,500 pounds, with an esti- 
mated cost of $341,454,625 at 25 cents per pound. (The price has 
recently increased to 26 cents per pound.) From April 1 to July 30, 
1957, 18214 million pounds of aluminum was tendered to the Gov- 
ernment, which increased the total quantity tendered to 58214 million 
pounds as of July 30, 1957. 

As the above tenders of aluminum were being made to the Gov- 
ernment, a question was raised as to whether imports of aluminum 
would be allowed in accepting aluminum tendered to the Government 
under the domestic supply contracts. This question relates to the 
Aluminum Company of America and the Kaiser Aluminum & Chemi- 
cal Corp., since these 2 companies entered into long-term contracts 
in 1953 for the purchase of aluminum from the Aluminum Company 
of Canada (Alcan). 

At a hearing of this committee on July 30, 1957, inquiry was 
made as to whether Alcoa and Kaiser consulted with the Government 
at the time of entering into the long-term contracts for the purchase 
of Canadian aluminum, and the Comptroller of GSA indicated that 
Alcoa and Kaiser did not consult with GSA. In discussing the im- 
ports of Canadian aluminum, the Administrator of GSA stated that 
the agency maintained in the discussions with the companies that 
there should be 100 percent deduction of that amount. The Ad- 
ministrator testified that meetings were held over a considerable period 
of time and that there was a general agreement which was to be 
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tentative. Mr. Floete, the Administrator of GSA, added that he 
wanted to make it clear there was no final agreement made, and that 
the companies were told that it would be necessary to make whatever 
clearances GSA deemed desirable. Mr. Floete stated that the tenta- 
tive agreement provided that Kaiser would apply 75 percent of their 
outside purchases as a deduction against any “put” rights, and that 
in the case of Alcoa it was tentatively agreed that it would be 80 
percent. It was further stated that there was a tentative agreement 
that Alcoa would increase the percentage of their offerings to non- 
integrated users for 15 years succeeding the termination dates of 
the present contracts from 25 to 35 percent, and that Kaiser tentatively 
agreed to increase the percentage from 25 to 3314 percent. 

It would appear that the tentative agreements would in effect con- 
stitute new agreements if made final. In consideration of Alcoa and 
Kaiser’s agreeing to increase their offerings to nonintegrated users, the 
Government would allow the two companies to figure a portion of 
their imports not mentioned in the domestic supply contracts. It 
would further appear that the Government would, in effect, be con- 
tracting for additional quantities of aluminum not mentioned in the 
domestic supply contracts, although there has been no showing before 
the committee that such aluminum is needed for defense purposes. 

GSA has been confronted with the question of whether Alcoa and 
Kaiser should be permitted to include part or all of their imports of 
aluminum in figuring the quantities of aluminum which may be “put” 
to the Government under domestic supply contracts between the 
United States Government and the two companies. The imports re- 
sult from separate contracts entered into in 1953 between these 2 com- 
panies and the Aluminum Company of Canada, subsequent to the 
dates of the domestic supply contracts. The United States Govern- 
ment is not a party to the contracts for Canadian aluminum and the 
testimony before the committee indicates that GSA, the contracting 
agency of the Government, was not consulted. 

The position of this committee with respect to the expenditure of 
Defense Production Act funds for the expansion of capacity was indi- 
cated in June 1952 (progress report No. 20) in the following language: 





No reason can be seen why a decision so well taken in favor 
of domestic expansion in late 1950 and mid-1951 should be 
reversed in favor of purchasing aluminum abroad if a need 
for still more aluminum is now evident. 


The committee report further stated : 


If it is possible to expand production domestically, your 
committee cannot understand why DPA hesitates to award 
contracts for such expansion. Neither can it see why DPA 
has considered any Alcan offer until after all the possibilities 
of expansion here have been exhausted. 


This Government entered into the domestic expansion contracts to 
increase the supply of aluminum in this country for definite reasons. 
The policy was to underwrite production within the United States 
and not elsewhere, and the reasons were clearly stated at the time. If 
this Government was unwilling to underwrite production outside of 
the United States by direct means, it is not logical to conclude that 
such was intended through indirection. 
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The sources from which aluminum was to be purchased were thor- 
oughly considered by this committee, and this is indicated by the fact 
that this committee requested in a report issued on June 30, 1952, that 
any pending or future proposal for the purchase of aluminum from 
sources other than our domestic industry be submitted to the chairman 
of your committee, whether while Congress is in session or out of 
session, for review. 

Many of the reasons favorable to expanding aluminum production 
within the United States are set forth in progress report No. 20 issued 
by this committee on June 30, 1952, from which background it would 
be difficult to conclude that there could have been any intent to allow 
imports in figuring “put rights” under the domestic supply contracts. 
The reasons in the report for increasing domestic expansion as con- 
trasted with the encouragement of outside production or imports were 
as follows: 

It was believed that the stockpile would probably be more modest 
as a result of expanding aluminum capacity for full requirements 
rather than to purchase available aluminum from Alcan. The be- 
lief was expressed that a contract for Canadian aluminum would 
hamper the production of more electric power in this country. It 
was concluded that none of the Alean proposals would add materially 
to the available civilian supplies in this country before 1955. The 
report pointed out that Alcan produced 100 million pounds more 
aluminum in 1951 than in 1950 and cut its shipments to this country’s 
users 115 million pounds below its 1950 shipments here. The belief 
was expressed that Alcan would continue to seek customers in this 
country, and did not need the inducement of a Government under- 
writing in order to compete successfully with the domestic aluminum 
industry. It was further stated that Alcan is completely free to come 
into the United States market and compete with United States pro- 
ducers. Domestic expansion was considered favorable to security and 
to dispersal, and the view was expressed that our country could con- 
trol the distribution of domestic production with much more cer- 
tainty. It was brought out that this Government would lose 6 cents 
per pound in taxes, whereas the tariff was 114 cents per pound, as 
well as a loss of other more indirect benefits. It was thought that 
competition is more evident among aluminum producers in the United 
States, and to promote more competition in the United States would 
require more United States producers. It was also thought that mak- 
ing fabricators here more dependent on foreign sources would not 
advance the cause of competition in the United States. 

This committee has not questioned the right of the aluminum com- 
panies to enter into contracts for the purchase of aluminum from 
Canada. ‘This committee has questioned the right to figure imports 
of aluminum in determining quantities of aluminum which may be 
tendered to the Government under domestic expansion contracts. The 
extent of the Government’s obligation to accept aluminum must de- 
pend upon a legal interpretation of the domestic supply contracts. 
The demands upon the Government for the acceptance of Canadian 
aluminum were such that a request was made through this committee 
for a legal interpretation, by the Office of the ¢ ‘omptroller General, 
of the domestic supply contracts as related to imports. 

On August 2, 1957, the chairman of your committee wrote to Jo- 
seph Campbell, Comptroller General of the United States, to deter- 
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mine whether imports of aluminum by Alcoa and Kaiser from Alcan 
would be deducted in making payments for aluminum tendered to the 
Government under the domestic expansion supply contracts. 

The Comptroller General took the position in his reply of Sep- 
tember 5, 1957, that the record indicated that at the time the do- 
mestic supply contracts were entered into it was a long-established 
practice in the aluminum industry for producers to make purchases 
of aluminum in addition to their own production. He also took the 
position that this practice was known or should have been known to 
the Government at the time the domestic supply contracts were ne- 
gotiated and that no limitation was imposed with respect to the pro- 
curement of aluminum from other sources. The Comptroller General 
further stated that had consideration been given to this matter, the 
Government apparently would not have been interested in imposing 
such a limitation since there was an acute need for all aluminum it 
was possible to secure in the foreseeable future. He stated that it 
was his understanding that Alcoa and Kaiser had voluntarily offered 
to modify their contracts to provide for substantial reductions in the 
quantities of aluminum that the Government would otherwise be re- 
quired to take under the provisions of the contracts. The Comp- 
troller General concluded by stating that he believed there was suf- 
ficient doubt regarding the rights and liabilities of the parties in this 
matter to warrant acceptance of such proposals as being in the best 
interest of the Government and that no objection to such action would 
be raised by his office. 

The chairman of this committee did not consider these conclusions 
to be in accord with the intent of the parties as stated in the terms 
of the contracts, and immediately expressed his disappointment in 
the ruling of the Comptroller General. The chairman of your com- 
mittee also immediately urged the Administrator of the General Serv- 
ices Administration to defer purchases of aluminum until the com- 
panies concerned were willing to eliminate all of the aluminum 
imports. The Government undertook to underwrite facilities for the 
production of aluminum in this country. This determination was 
made before the two companies concerned signed the long-term con- 
tracts with Alcan in 1953. This Government intended to purchase 
aluminum from domestic sources for the Defense Production Act in- 
ventory and the stockpile. To allow imports of aluminum to be in- 
cluded in figuring “put rights” would be to permit through indirec- 
tion that which could not be done directly. 

The Comptroller General referred to a long-established practice in 
the aluminum industry for producers to make purchases of aluminum 
in addition to their own production. However, the Comptroller Gen- 
eral did not indicate in his letter whether Alcoa and Kaiser made pur- 
chases under a practice based on long-term commitments, short-term 
commitments, or spot purchases. The testimony before this com- 
mittee did not indicate that the obligations of the two producers to 
make purchases under the 1953 contracts were similar to the obliga- 
tions under the historical pattern. 

Under the domestic expansion supply contracts the domestic pro- 
ducers were permitted to first dispose of the production or to utilize 
the production of their facilities in being and under construction, or 
those acquired in the future, before disposing of the production or 
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utilizing the production from the facilities covered by Government 
contracts. This language related to the production which could be 
sold or utilized before figuring aluminum which could be tendered to 
the Government by the domestic producers under the domestic supply 
contracts, and did not include imports. Language followed which 
was sufficient to cover imports, and provided as follows: “The Gov- 
ernment does not, by this contract, guarantee or agree to purchase 
production from other facilities.” Since the facilities out of which 
imports were produced were not previously mentioned, it follows that 
such facilities constitute “other facilities.” 

The Comptroller General concluded that the Government would not 
have been interested in imposing a limitation on imports due to an 
acute need for all aluminum it was possible to secure. It should be 
pointed out that these contracts, in restricting the Government pur- 
chases to domestic production, did not impose a limitation on the 
quantities of aluminum which could be imported into the United 
States. The producers continued to be free to import aluminum. The 
domestic supply contracts simply carried out an existing policy of 
purchasing aluminum under Defense Production Act contracts from 
domestic sources. No question has been raised by this committee 
regarding the right of Alcoa and Kaiser to import and sell aluminum 
in the American market which they contracted to purchase from 
Alcan in 1953. 

Shortly following the public expression of disappointment by the 
chairman of the committee in the ruling of the Comptroller General 
and the request made by him to the Administrator of the General 
Services Administration to defer purchases of aluminum except from 
companies which were willing to deduct their imports on a 100-per- 
cent basis, the Aluminum Company of America and the Kaiser Alum- 
inum & Chemical Corp. made a statement that they would agree “to 
deduct all the aluminum they imported from Canada from their sales 
of excessive domestic output to the Government.” This announce- 
ment was carried in an Associated Press dispatch from New York. 

The Administrator of General Services Administration requested 
Alcoa, Kaiser, and Reynolds to enter into formal revised contracts 
expressing the result of lengthy negotiations. These new agreements 
were executed on September 13, 1957, between the United States and 
Alcoa and Kaiser. The agreement with Reynolds, which did not 
involve imports but did involve a clarification of put right questions, 
was executed on September 16, 1957. On September 17, 1957, General 
Services Administration issued a press release announcing the new 
agreements, stating “Producers have agreed to limit their put rights 
by deducting from production the full amount of primary aluminum 
purchased from other sources.” It then explained other parts of the 
agreements which established higher minimum-grade standards for 
tendered aluminum, a price standard that the price shall be the price 
at the time of production, and a requirement that the amount of 
aluminum earmarked for nonintegrated users he increased from 
25 to 35 percent. 

An estimate in the maximum saving to the Government was made 
by GSA at the time of the release as $98 million. This figure was 
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computed on a basis of maximum exposure and, according to statistics 
furnished this committee, is broken down as follows: 


ek ee pe ee de i ea Be $43, 950, 000 
ek re a a ad eS ek ih al 2, 930, 000 
a aes buen tind 11, 280, 000 


The figures relating to Alcoa and Kaiser mainly reflect maximum 
reductions for imports from Canada, whereas the figure for Reynolds 
relates principally to military set-asides. 

The Administrator of GSA testified before this committee on July 
30, 1957, to the effect that the maximum exposure of the Government 
to put rights from all companies from April 1, 1957, to the end of 
the contracts totaled 1,365,818,500 pounds or, at the then prevailing 
price, $341.4 million. He stated at the same hearing that tentative 
agreements had been reached with Alcoa and Kaiser which would 
result “in a deduction of their put rights of 292 million pounds or 
approximately $73 million.” 

The agreements between the Government and Alcoa, Kaiser, and 
Reynolds executed on September 13 and September 16, 1957, reduced 
the maximum exposure of the Government under the contracts, in- 
cluding that prior to April 1, 1957, and taking into consideration also 
the price increase to 26 cents per pound effective August 1, 1957, from 
a total of $453.8 million to $355.6 million, a saving in maximum ex- 
posure of $98.2 million. The retroactive saving with respect to 
aluminum tendered but not accepted at the time of the agreements 
made subsequent to the price increase has been estimated at approxi- 
mately $3.5 million inasmuch as the agreements provided that the 
price at the time of production, rather than of delivery, shall pre- 
vail. A tentative understanding to this effect as to price had been 
reached between the chairman of this committee and Alcoa prior to 
the execution of the formal agreements between the companies and 
GSA. 

This committee recommended that the General Services Administra- 
tion defer purchases of aluminum except from companies willing to 
eliminate from consideration all their imports. Assuming that all 
aluminum produced from other facilities is sold or utilized, to elimi- 
nate all imports from consideration would require that sales and utili- 
zation and imports be deducted from the production of the Govern- 
ment-expanded facilities. Under the committee recommendation, the 
aluminum remaining after making the above deductions would be 
the quantity which could be put to the Government, and Government 
purchases would not be increased because of imports. The position 
of the General Services Administration appears to be that under the 
revised agreements puts to the Government cannot exceed the total 
contract production from the expanded facilities less imports. Al- 
though it has been indicated by GSA that under the revised agree- 
ments there could be a maximum saving of up to $98 million, it is also 
important to determine whether increased expenditures for aluminum 
have resulted, or may result, because of imports. The committee staff 
will review the negotiations and revised agreements with the view of 
submitting a more complete report at a later date. 

It is recommended that the General Services Administration file 
with this committee a report for the put year ending April 1, 1957, 
setting forth information on production, sales and utilization, im- 
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ports, and such other pertinent facts as shall be necessary to deter- 
mine whether Government purchases of aluminum have increased due 
toimports. A similar report should be filed for the period beginning 
April 1, 1957, and ending December 31, 1957, and for each 30-day 
period thereafter until all put rights expire. 


The revised agreements with Alcoa, Kaiser, and Reynolds are as 
follows: 
GENERAL SERVICES ADMINISTRATION. 
September 13, 1957. 
ALUMINUM COMPANY OF AMERICA, 
1501 Alcoa Building, Pittsburgh, Pa. 
(Attention: Mr. Leon E. Hickman, Vice President and General Counsel.) 
GENTLEMEN : In connection with the Government’s partial acceptance of your 
tender of April 2, 1957, of primary aluminum pig pursuant to contracts GS— 
OOP-(D)-12007 and -—12096, each of us agreed that we would exert our best 
efforts to resolve certain differences with respect to those contracts. As a 


result of our negotiations, the following agreement has been reached with 
respect to those contracts: 


1. Tender for year ending March 31, 1957 


You have tendered to the Government 250,000,000 pounds of primary alum- 
inum pig on account of production during the contract year ending March 31, 
957. The Government accepts 210,000,000 pounds of the amount so tendered 
(including 100,000,000 pounds previously accepted by General Services Admin- 
istration’s letter to you of May 29, 1957) upon the understanding that such 
acceptance constitutes a complete fulfillment of the Government’s obligation to 
accept tenders of primary aluminum for such year, and that regardless of the 
date of delivery the prices of such pig shall be your published prices in effect on 
March 31, 1957, for the grade, form, size and quantity involved. Upon your 
acceptance of this letter agreement the conditions stated in the aforementioned 
letter of May 29, 1957, will have been satisfied, the Government will no longer 
withhold any part of the invoice value of the metal delivered pursuant to this 
agreement, and all retentions heretofore made will be paid to you forthwith. 


2. Tenders for period after March $1, 1957, to completion 


A. The quantity of primary aluminum pig that you will be entitled to tender 
to the Government with respect to production subsequent to March 31, 1957, 
shall be the amount of “additional production” (as that term is defined in the said 
contracts) on and after April 1, 1957 to the end of the period with respect to 
which the amount of the tender is computed, reduced by the sum of the amounts 
determined under the following clauses (1)—(4), each amount being determined 
as of the end of the period with respect to which the amount of the tender is 
being computed: 

(1) The total amount of all prior tenders made with respect to such 
period and accepted by the Government, whether or not deliveries have been 
made thereunder. 

(2) The total amount of all Government calls made with respect to such 
period, whether or not deliveries have been made thereunder. 

(83) The total amount of shipments of the “additional production” dur- 
ing such period (excluding, however, shipments under tenders and calls the 
amounts of which were deducted under clauses (1) and (2) above, and 
shipments under tenders with respect to the contract year ending March 31, 
1957). Such total amount of shipments of the “additional production” 
shall be computed, without regard to actual physical shipments and with 
due regard for your rights of substitution under said contracts, in the fol- 
lowing manner: From the sum of (i) your inventory of primary aluminum 
at all your smelting plants as of March 31, 1957, plus (ii) the total produc- 
tion of primary aluminum at all your smelting plants subsequent to March 
81, 1957, there shall be deducted (iii) your inventory of primary aluminum 
at all your smelting plants as of the end of the period with respect to which 
the amount of the tender is being computed, the result being deemed to be 
the amount of primary aluminum sold and utilized. From this result there 
shall be deducted (iv) your total production of primary aluminum other than 
“additional production” subsequent to March 31, 1957, the resulting dif- 
ference being deemed to be the total amount of shipment of the “addi- 
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tional production” during such period. All actual physical shipments under 
tenders and calls, the amounts of which were deducted under clauses (1) 
and (2) above, and shipments under tenders with respect to the contract 
year ending March 31, 1957, shall then be deducted to determine the net 
amount to be deducted under this clause (3). 

(4) The total amount of shipments of primary aluminum pig, ingots, and 
billets made during such period from other than “additional production,” if 
such shipments were made pursuant to a contract of sale with a noninte- 
grated user or pursuant to a priority rated order and the amount of the 
contract or rated order was deducted from your advertising obligation for 
the quarter in which such material was shipped, or if such shipments were 
made to a nonintegrated user in lieu of adding the quantity thereof to the 
quantity to be advertised in a subsequent quarter. 

B. Notwithstanding the provisions of Paragraph A above, in no event shall 
your tender with respect to production subsequent to March 31, 1957, exceed the 
amount of “additional production” (as that term is defined in the said contracts) 
on and after April 1 of the applicable contract year to the end of the period 
with respect to which the tender is made, reduced by the following: 

The total amount of purchased primary aluminum pig and ingot received by 
you during such year ; provided, however, that there shall not be included in such 
receipts any primary aluminum received by you under toll, purchase and ex- 
change, or other similar arrangements, in connection with which you are obli- 
gated to deliver or sell an approximately equal amount, in pounds or value, of 
a different aluminum product; and provided further that the tenders with re- 
spect to “additional production” subsequent to March 31, 1957, may not exceed 
an aggregate of 195,000,000 pounds. 

C. Upon your acceptance of this letter agreement, all prior tenders with respect 
to the period beginning April 1, 1957, shall be deemed canceled without prejudice 
to your right to renew such tenders, computed in accordance with the provisions 
of this agreement. You shall forthwith furnish the Government a computation 
of your rights to tender aluminum pig for the period from April 1, 1957, to 
August 31, 1957, and thereafter on or before the 10th day of October 1957 and 
each month thereafter you shall furnish the Government a computation of your 
rights to tender aluminum pig as of the end of the preceding month, computed 
in accordance with the provisions of this agreement, whether or not any tender 
is, in fact, made with respect to such period or month. Your right to tender 
metal in respect of the production period beginning April 1, 1957, shall he cumnu- 
lative until the completion of such “additional production.” Tenders in whole 
or in part within such cumulative rights, in respect of the production period 
beginning April 1, 1957, may he made on or before the 10th day of any calendar 
month within such period and on or before the 10th day following the completion 
of all “additional production.” 

D. The price of aluminum pig tendered to the Government with respect to 
the period subsequent to March 31, 1957, shall be determined as provided in 
Paragraph 2 of Article XI of said contracts except that the price shall be the 
lowest price in effect during the month with respect to which the right to tender 
that amount of aluminum pig, computed in accordance with this Section 2, first 
arose. 


8. Deliveries to the Government 

Metal delivered pursuant to tenders to the Government shall he metal pro- 
duced from the “additional facilities” (as that term is defined in the said con- 
tracts), whether or not such metal was produced during the contract year with 
respect to which the tender was made. You may, however, substitute aluminum 
made in other facilities as permitted by Paragraph Z% of Article VI of said 
contracts provided that prior written notice of your intention to make substitu- 
tion shall be given to the Administrator of General Services prior to shipment. 


4. Payments 

You are to ship the 110,000,000 pounds of primary aluminum pig remaining 
to be delivered with respect to the contract year ending March 31, 1957, in the 
amount of 36,000,000 pounds in October 1957, 37,000,000 pounds in November 
1957, and 37,000,000 pounds in December 1957, payment therefor to be made 
in due course as provided in the contracts, except that the payment for ship- 
ments in November 1957 shall be made on January 16, 1958, and payments for 
December 1957 shall be made not prior to January 16, 1958. The Government 
will issue appropriate shipping instructions with respect to each month’s ship- 
ments on October 1, November 1, and December 1, 1957, so that you may main- 
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tain an orderly shipping schedule throughout each month. Shipments pursuant 
to tenders of “additional production” after March 31, 1957, may be made during 
the calendar year 1958 as you may elect; and shipping instructions will be 
issued as requested with respect to metal appropriately tendered to the Gov- 
ernment, provided, however, that you are not to bill the Government for metal 
shipped to it in 1958 at a rate cumulatively in excess of 16,250,000 pounds a 
month. That is to say, you may bill the Government in the month of January 
1958 for not to exceed 16,250,000 pounds ; in February 1958 for an amount which, 
when combined with January bills, will not exceed 82,500,000 pounds; or in 
March 1958 for an amount which, when combined with bills in January and 
lebruary 1958, will not exceed 48,750,000 pounds; ard so on until the last of the 
aluminum tendered and shipped hereunder shall have been paid for. 


5. Transportation allowances 


All shipments of aluminum hereafter made pursuant to those contracts shall 
be made f. o. b. point of origin (or shipping point), freight allowed. For this 
purpose, the freight allowance shall be an amount equivalent to the lowest pub- 
lished common carrier freight rate, including transportation tax, in effect on 
the date of the execution of the contract, except that, if such lowest rate is 
increased prior to the date of shipment, the applicable rate shall be the lowest 
published common carrier freight rate in effect at the date of shipment. 


6. Quality of tendered metal 


Metal tendered to the Government pursuant to said contracts shall be of a 
minimum grade of 99.8 percent purity and an average grade of 99.6 percent 
purity and otherwise conform to stockpile Specification P-62-R1, provided, 
however, that with respect to all tenders applicable to production from addi- 
tional facilities on and after August 1, 1957, such metal shall be of a minimum 
grade of 99.5 percent purity and otherwise conform to stockpile Specification 
P-62-R1. 


7. Sales to nonintegrated users 
Your obligation to make available for sale to nonintegrated users a quantity of 


aluminum annually equal to 25 percent of the annual capacity of the additional 
aluminum smelting facilities, as more fully provided in Article VII of said 
contracts, shall be increased so that you shall make available annually, pur- 
suant to the terms of said Article VII of said contracts, a quantity of aluminum 


equal to 35 percent of the annual capacity of the said facilities. 
8. Advertising 
In view of the changes made by this agreement, you may revise your quarterly 


advertising reports for the quarters April through June, and July through 
September, 1957. 


9. Computation of production 


In computing and reporting production pursuant to Section 2 hereof, produc- 
tion will be pot room weights including metallic additions. 


10. Formal contract amendments 


The parties hereto shall, as promptly as possible, prepare and execute formal 
amendments to said contracts so as to incorporate therein the terms of this 
agreement. Until such amendments are executed, this letter agreement, upon 
acceptance by you, shall constitute a binding agreement between us. 

Sincerely yours, 
GENERAL SERVICES ADMINISTRATION. 
By FRANKLIN G. FLOETE, Administrator. 


Accepted this 18th day of September 1957. 
ALUMINUM COMPANY OF AMERICA, 
By Leon E. HickMaAn, Vice President. 


GENERAL SERVICES ADMINISTRATION, 
Washington 25, D. C., September 13, 1957. 
KAISER ALUMINUM & CHEMICAL ConrpP., 
1625 I Street NW., Washington, D.C. 
GENTLEMEN: In connection with your recent tenders of primary aluminum 
pig pursuant to Contracts Nos. GS—-OOP (D)-12006, -12143, —12192, and —12213, 
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each of us agreed that we would exert our best efforts to resolve certain differ- 
ences with respect to those contracts. As a result of those efforts, it is now 
mutually agreed, with respect to those contracts, as follows: 


1. Limitations on tenders 


The amount of any tender of primary aluminum by you to the Government 
in respect of production during the production year April 1, 1957, through 
March 31, 1958, plus the amount of all prior tenders in respect of production 
during such production year, shall not exceed an amount equal to the total pro- 
duction from the contract facilities from the beginning of such production year 
to the end of the calendar month preceding the date of such tender, less: 

(1) An amount equal to 13,166,667 pounds multiplied by the number of 
full months of the contract year that shall have elapsed from the beginning 
of such production year to the end of the calendar month preceding the 
date of such tender ; and 

(2) The total additional amount of primary aluminum purchased and re- 
ceived by you during such production year except for (@) receipts of pri- 
mary aluminum obtained through arrangements with customers whereby 
customers receive a substantially equivalent amount of metal further ad- 
vanced in fabrication, and (6) such amounts of primary aluminum as are in 
fact delivered to you pursuant to contracts in effect on or before June 11, 
1957, and are not in excess of the quantities that would have been called 
for under the then existing provisions of such contracts, unless such addi- 
tional amounts shall have been approved by the Administrator of General 
Services for delivery during such period. 

The limitations specified above shall not apply to production years preceding 
or following the production year beginning Aprii 1, 1957, and ending March 3). 
1958. 

2. Computation of tenders 

A. The quantity of primary aluminum that you will be entitled, subject to 
the limitation of Section 1, to tender to the Government during the first 10 days 
of any calendar month is an amount equal to the total production from the 
contract facilities (within the mean ng of the term “additional production” as 
used in those contracts) from April 1 of the applicable production year to the 
end of the calendar month preceding the date of the tender, less: 

(1) The total of the amounts of any prior tenders to the Government, or 
Government calls applicable to contract production, in respect of such pro- 
duction year, whether or not deliveries have been made: 

(2) The total of the amounts of shipments of aluminum from the con- 
tract facilities during such production year through the end of the calendar 
month preceding the date of the tender (excluding shipments represented 
by amounts deducted under clause (1) above and shipments under tenders 
in respect of prior production years) ; 

(3) The total of the amounts of shipments of aluminum during such 
production year through the end of the calendar month preceding the date 
of the tender from other than contract facilities pursuant tu a contract of 
sale with a nonintegrated user or pursuant to a priority rated order, if the 
sale was made under a contract or priority rated order which was deducted 
from your advertising obligation for the quarter in which such material 
was shipped, or if the sale was made to a nonintegrated user under a con- 
tract which was not deducted from your advertising obligation for such 
quarter, in lieu of adding the quantity to the quantity to be advertised in 
a subsequent quarter: and 

(4) The total amount of any primary aluminum purchased and received 
by you during such production year, except for (a) receipts of primary 
aluminum obtained through arrangements with customers whereby customers 
receive a substantially equivalent amount of metal further advanced in fabri- 
eation, and (b) such amounts as are in fact detivered to you pursuant to 
contracts in effect on or before June 11, 1957, and are not in excess of 
the quantities that would have been called for under their then existing 
provisions, unless such additional amounts shall have been approved 
by the Administrator of General Services for delivery during such period. 

B. You shall determine and advise the Administrator of General Services 
of the quantity of your inventory of primary aluminum produced by the con- 
tract facilities and on hand at the contract facilities on March 31, 1957; such 
quantity shall be subject to verification by the Administrator. For the purpose 
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of this provision, all primary aluminum produced at your Tacoma plant, and 
on hand at that plant on March 31, 1957, shall be considered as the inventory 
of contract facility metal at your Tacoma plant, except that the quantity of 
primary aluminum at that or any other contract facility which was tendered and 
accepted on account of production for the production year ending March 31, 
1957, but had not been shipped on March 31, 1957, shall not be considered as a 
part of the inventory on that date. An amount equal to fifty percent of said 
March 31, 1957, inventory of contract facility production as so determined 
and verified by the Administrator of General Services, but not in excess of 7 
million pounds, may be sold or otherwise utilized by you, other than by tender 
to the Government, and the shipment of such quantity of primary aluminum 
will not be included as shipments under Section 2A (2) or Section 2A (3) above. 

©. Shipments from your Tacoma plant shall be included in the computation 
of shipments under Section 2A (2) above only to the extent that such shipments 
exceed the aggregate of the noncontract production at that plant. 

D. The amount of primary aluminum at a contract facility that was pro- 
duced by facilities other than the contract facilities shall be separately accounted 
for and shipments thereof shall not be taken into account in computing ship- 
ments under Section 2A (2) above. 

E. If, in computing the amount of primary aluminum that you are entitled to 
tender to the Government, a quantity of aluminum is deducted in accordance with 
Section 2A (3) above, then an equivalent quantity may be excluded from the 
deduction otherwise called for by Section 2A (2) above. 


Deliveries to the Government 


For the purpose of making deliveries of primary aluminum tendered to the 
Government, contract-facility metal may be delivered whether produced during 
the current contract year or during a prior contract year, provided it is metal 
produced from the contract facilities and the quantity delivered is not in ex- 
cess of the quantity which you are entitled to tender pursuant to the provisions 
of this agreement. Nothing contained herein shall limit your right to substitute 
metal produced at other facilities in making deliveries to the Government, as 
provided in Article VI(b) of Contract No. GS-OOP(D)-12006 and the cor- 
responding provision of the other above-captioned contracts. 

All primary aluminum actually delivered by you to the Government pursuant 
to tenders made after September 10, 1957, shall be of a minimum grade of 
99.3% purity and an average grade of 99.6% purity and otherwise conform to 
stockpile Specification P—62—R-1, dated July 30, 1954. 


j. Sales to nonintegrated users 


Your obligation to make available for sale to nonintegrated users a quantity 
of aluminum annually equal to 25% of the annual capacity of the contract fa- 
cilities, as more fully provided in Article VII of Contracts Nos. —12006 and 

12148 and Article VI of Contracts Nos. —78792 and —12213, shall be increased 
so that you shall make available annually, pursuant to the terms of said Articles 
of said contracts, a quantity of aluminum equal to 35% of the annual capacity 
of the contract facilities. 

o. Prior tenders 


With respect to the production year ending March 31, 1957, you have tendered 
to the Government, and the Government has accpeted, 78,000,000 pounds of 
primary aluminum. The acceptance of that amount of primary aluminum is 
hereby ratified and constitutes a complete fulfillment of the Government's obli- 
gation to accept tenders of primary aluminum pig for such year. 

6. Advertising 


In view of the changes made in this agreement, you may revise your quarterly 
advertising reports for the quarters April through June, July through September, 
and October through December 1957. 

7. Reports of metal eligible for tender 


During each month, you shall furnish the Government with a computation of 
your rights to tender metal as of the end of the preceding month, computed in 
accordance with the provisions of this agreement, whether or not any tender is, 
in fact, made with respect to such preceding month. 

8. Computation of production 


After March $1, 1957, in computing and reporting production to the Govern- 
ment, production wil] be pot room weights, including metallic additions. 
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9. Price protection 

The price for any metal tendered to the Government after March 31, 1957, shall 
be the price provided in the above-captioned supply contracts, except that the 
price for any quantity tendered, instead of being the price in effect at the time 
of delivery, shall be the lower of (a) the price in effect at the time of delivery, 
or (b) the price in effect at the end of the earliest prior consecutive month after 
March 1957 in respect of which you shall have filed a report showing that you 
were entitled to tender such quantity. The foregoing provision with respect to 
price protection shall apply only if the Government shall notify you of its ac- 
ceptance of al tenders of primary aluminum which have been properly made and 
shall issue shipping instructions within twenty days of the date of tender. Not- 
withstanding the foregoing provisions, the price for metal tendered by you to the 
Government on July 8 and August 9, 1957, shall be the price in effect through 
July 31, 1957. 


10. Transportation allowances 

All shipments of aluminum hereafter made pursuant to those contracts shall 
be made f. o. b. point of origin (or shipping point), freight allowed. For this 
purpose, the freight allowance shall be an amount equivalent to the lowest pub- 
lished common carrier freight rate, including transportation tax, in effect on the 
date of the execution of this letter agreement, except that if after the date of this 
letter agreement and prior to the date of shipment such lowest rate is increased, 
the applicable rate shall be the lowest published common carrier freight rate in 
effect at the date of shipment. However, if the Government determines that 
because of military necessity time is of the essence, and rail or truck transporta- 
tion is specified, then the allowance will be based on the lower of published rail 
or truck common carrier freight rate, calculated as above specified. 


11. Deferment of payment 

Without affecting the quantity of metal which you may tender before or 
after January 15, 1958, you agree not to demand, and the Government shall not 
be required to make, payment between the date of this agreement and January 16, 
1958, for more than 110,000,000 pounds of metal tendered by you, including 
metal which you have previously tendered but which the Government has not 
accepted before the date of this agreement. The Government shall issue shipping 
instructions promptly upon receipt of tenders for all metal tendered before or 
after January 15, 1958. The Government shall make prompt payment upon de- 
livery for all such tenders up to such 110,000,000 pounds, and after January 16, 
1958, the Government shall make prompt payment for all such tenders previously 
delivered in excess of such 110,000,000 pounds. 

12. Without affecting the rights and duties of the parties under those con- 
tracts, deliveries thereunder to nonintegrated users may at Contractor’s option 
be made by substituting aluminum produced from other facilities for aluminum 
actually produced at the contract facilities. 


18. Formal contract amendments 

The parties shall, as promptly as possible, prepare and execute formal amend- 
ments to the supply contracts above referred to. Until such amendments are 
executed this letter agreement, upon acceptance by you, shall constitute a bind- 
ing agreement between us amending said contracts, subject, however, to the 
condition contained in the following section. 


14. Consent required 

You have advised us that your acceptance of this agreement will require the 
consent of financial institutions who have made loans to you in reliance upon 
said contracts. If, within thirty days from the date hereof, you advise us that 
you have been unable to obtain such consents, then this agreement shall be null 
and void. 


Sincerely yours, 
UNITED STATES OF AMERICA, 


By FRANKLIN G. FLOETE, 
Administrator of General Services. 


Accepted this 13th day of September, 1957. 
KaIsek ALUMINUM & CHEMICAL CORPORATION, 
By Cuap F. Catnoun, Vice President. 
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GENERAL SERVICES ADMINISTRATION, 
September 16, 1957. 
REYNOLDS METALS COMPANY, 
Richmond, Virginia, 

GENTLEMEN: In connection with your recent tenders of primary aluminum pig 
pursuant to Contracts Nos. GS-OOP(D)-12008, -12202, and —12214, each of us 
agreed that we would exert our best efforts to resolve certain differences with 
respect to those contracts. As a result of those efforts, it is now mutually 
agreed, with respect to those contracts, as follows: 


1. Limitations on tenders 


The amount of any tender of primary aluminum by you to the Government 
in respect of production during the production year April 1, 1957, through March 
81, 1958, during the production year April 1, 1958, through March 31, 1959, and 
during the period after March 31, 1959, to the completion of the “additional pro- 
duction” (as that term is defined in said contracts), plus the amount of all prior 
tenders in respect of production during such production year or period, respec- 
tively, shall not exceed an amount equal to the total production from the con- 
tract facilities from the beginning of such production year or period to the end 
of the calendar month preceding the date of such tender, less the sum of (a) 
the total amount of primary aluminum purchased and received by you during 
such production year or period, except receipts of primary aluminum obtained 
through arrangements with customers whereby customers receive a substantially 
equivalent amount of metal further advanced in fabrication; (b) the total amount 
of shipments of primary aluminum made during such production year pursuant 
to contracts with nonintegrated users if the amount was deducted from your 
advertising obligation; and (¢c) the amount of shipments of primary aluminum 
pursuant to priority rated orders applicable to contract production on the basis 
of the ratio of contract to noneontract production during the applicable calendar 
quarter. 


2. Computation of tenders 


The quantity of primary aluminum that you may be entitled, subject to the 
limitation of section 1, to tender to the Government during the first ten days of 
any calendar month is an amount equal to the total production from the contract 
facilities (within the meaning of said term “additional production”) from April 1 
of the applicable production year or period to the end of the calendar month 
preceding the date of the tender, less: 

(a) The total of the amounts of any prior tenders to the Government (or 
yovernment calls applicable to contract production) in respect of such production 
year or period, whether or not deliveries have been made. 

(b) The total of the amounts of sales and utilization of aluminum from the 
contract facilities during such production year or period through the end of the 
calendar month preceding the date of the tender (excluding shipments repre- 
sented by amounts deducted under clause (@) above and shipments under tenders 
in respect of prior production years). 

Such total of sales and utilization of aluminum from the contract facilities for 
the purpose of this clause (b) shall be computed, with due regard for your rights 
of substitution under said contracts, in the following manner: 

From the sum of your inventory of primary aluminum at your contract facili- 
ties as of March 31, 1957 (which for this purpose shall be deemed to be 6,440,096 
pounds), plus the amount of all tenders in respect of the preceding production 
year that were not shipped at the beginning of the applicable production year or 
period (as deducted under (iv) below), plus the total production of primary 
aluminum at all your smelting plants during the applicable production year or 
period, there shall be deducted (i) your inventory of primary aluminum at all 
your smelting plants as of the end of such production year or period, but not less 
than 6,440,096 pounds; (ii) your total production of primary aluminum other 
than “additional production” during such production year or period; (iii) all 
actual shipments under prior tenders and calls, in respect of such production 
year or period, the amounts of which were included in the deduction pursuant to 
clause (a) above; and (iv) shipments made or to be made under tenders in 
respect of the preceding production year. The result is the amount of sales and 
utilization of aluminum from the contract facilities for the purpose of this 
clause (0b). 

Upon acceptance of this letter agreement, you shall forthwith furnish the 
Government computations of your rights pursuant hereto to tender aluminum 


98432—58 4 











44 NATIONAL DEFENSE PRODUCTION 


pig for the period from April 1, 1957, through July 31, 1957, and for the period 
April 1 through August 31, 1957. On or before the tenth day of October 1957, 
and the tenth day of each month thereafter you shall furnish the Government 
a computation of your rights to tender aluminum pig as of the end of the pre- 
ceding month, computed in accordance with the provisions of this letter agree- 
ment, whether or not any tender is, in fact, made with respect to such month. 
Your right to tender metal as of any calendar month shall be computed by 
considering all prior months in the production year or period as a single period. 
3. Deliveries to the Government 

For the purpose of making deliveries of primary aluminum tendered to the 
Government, contract facility metal may be delivered whether or not produced 
during the current production year, provided the quantity delivered is not in 
excess of the quantity which you are entitled to tender pursuant to the provi- 
sions of this letter agreement. You may, however, substitute aluminum made 
at other than contract facilities as permitted by paragraph (b) of Article VI of 
said contracts, provided that written notice of your intention to make substitu- 
tion shall be given to the Administrator of General Services prior to shipment. 


4. Payments 


Following receipt from you of the computations of your rights to tender 
aluminum pig for the period from April 1, 1957, through July 31, 1957, and for 
the period from April 1, 1957, through August 31, 1957 (which computations 
shall be subject to verification by the Government), the Government shall 
promptly issue shipping instructions in accordance with such computations. 
No payments, other than those heretofore made, shall be made until January 
16, 1958, for metal tendered to the Government for the production year ending 
March 31, 1958. On that date you shall be paid the sum of $25,750,000, provided 
at least that amount is owing in due course with respect to metal previously 
shipped to the Government. All additional payments for primary aluminum 
shipped to the Government in respect of the production year ending March 31, 
1958, shall be paid in due course, except that none of such additional payments 
shall be made prior to March 16, 1958 (other than for shipments not in excess of 
the difference between $25,750,000 and the amount actually paid on January 
16, 1958), and the additional payments on that date shall not exceed $25,000,000. 
The sum of all payments prior to August 1, 1958, for shipments in respect of 
production during the production year ending March 31, 1958, shall not exceed 
the amount that may be owing with respect to shipments of a quantity of 
aluminum equal to 60 percent of the total production from the contract facilities 
during such production year. Payments for additional shipments up to 20 per- 
cent of the total production shall be deferred until August 1, 1958, and for the 
remaining shipments up to 20 percent of the total production until August 1, 
1959. 

Payment for shipments in respect Of production during the production year 
ending March 31, 1959, shall be made in due course, except that the maximum 
payments to you from April 1, 1958, through March 31, 1959 (exclusive of pay- 
ments for shipments in respect of the production year ending March 31, 1958), 
shall not exceed the amount that may be owing with respect to shipments of a 
quantity of aluminum equal to 60 percent of the total production from the 
contract facilities during the production year ending March 31, 1959. The 
remaining payments shall be deferred until August 1, 1959. Payment for ship- 
ments in respect of production after March 31, 1959, shall be made in due course. 


5. Transportation allowances 


All shipments of aluminum hereafter made pursuant to those contracts shall 
be made f. 0. b. point of origin (or-shipping point), freight allowed. For this 
purpose, the freight allowance shall be an amount equivalent to the lowest 
published common carrier freight rate available, including transportation tax, 
in effect on the date of shipment. However, if the Government determines 
that because of military necessity time is of the essence, and rail or truck 
transportation is specified, then the allowance shall be based on the lower of 
published rail or truck common carrier freight rate, calculated as specified 
above. 


6. Quality of metal 


All primary aluminum actually delivered by you to the Government pursuant 
to tenders made after September 10, 1957, shall be of a minimum grade of 99.3 
percent purity and an average grade of 99.6 percent purity, and otherwise con 
form to stockpile Specification P-62—R-1, dated July 30, 1954. 
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7. Sales to nonintegrated users 
Your obligation to make available for sale to nonintegrated users annually 


a quantity of aluminum equal to 25 percent of the annual capacity of the addi- 
tional smelting facilities, as more fully provided in Article VII of said contracts, 
shall be increased so that you shall make available annually, pursuant to the 
terms of said Article VII of said contracts, a quantity of aluminum equal to 
35 percent of the annual capacity of said facilities. 
8. Prior tenders 

You have tendered to the Government, and the Government has accepted, 
65,000,000 pounds of primary aluminum in respect of the production year ended 
March 31, 1957. The acceptance of that amount of primary aluminum is hereby 
ratified and constitutes a complete fulfillment of the Government's obligation to 
accept tenders of primary aluminum pig in respect of such production year. 
9. Advertising 

In view of the changes made by this letter agreement, you may revise your 
quarterly advertising reports for the quarters April through June, and July 
through September 1957. 


10. Computation of production 


After March 31, 1957, in computing and reporting production to the Gov- 
ernment, production will be deemed to be pot-room weights including metallic 
additions. 

11. Price protection 

The price for any metal tendered to the Government after March 31, 1957, 
shall be the price provided for in the above-captioned supply contracts, ex- 
cept that the price for any quantity tendered, instead of being the price in 
effect at the time of delivery, shall be the lower of (a) the price in effect at the 
time of delivery or (b) the price in effect at the end of the earliest prior consecu- 
tive month after March 1957 in respect of which you shall have filed a report 
showing that you were entitled to tender such quantity of metal. Notwith- 
standing the foregoing provisions, the price for metal tendered by you to the 
Government during June, July, and August 1957 and all overshipments pursuant 
to prior tenders shall be at the price in effect on July 31, 1957. 

12. Formal contract amendments 

The parties shall, as promptly as possible, prepare and execute formal amend- 
ments to the supply contracts above referred to. Until such amendments are 
executed, this letter agreement, upon acceptance by you, shall constitute a bind- 
ing agreement between us amending said contracts, subject, however, to the 
condition contained in the following section. 

13. Consent required 

You have advised us that your acceptance of this letter agreement will require 
the consent of the financial institutions that have made loans to you in reliance 
upon said contracts. If, within 60 days from the date hereof, you advise us 
that you have been unable to obtain such consents, then this letter agreement 
shall be null and void. 

Sincerely yours, 
UNITED STATES OF AMERICA, 
By FRANKLIN G. FLOETE, 
Administrator of General Services. 
Accepted this 16th day of September 1957. 
REYNOLDS METAL CoMPANY, 
By C. E. Coeur, 

Vice President and Treasurer. 


DrreNse Propucrion Act INVENTORY AND OrnuerR RELATED 
(OVERNMENT INVENTORIES 


In order to provide for the national defense and national security, 
the Congress has enacted several laws under which Government 
agencies are authorized to acquire strategic and critical materials for 
the national stockpile and other Government inventories. On June 
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30, 1957, the combined inventories acquired under these authoriza- 
tions represented an acquisition cost of $7.1 billion to the Government. 
As of that date the overall market value and the acquisition cost of 
these materials were approximately the same. In addition to the 
inventories on hand, it is estimated that another $1.6 billion worth 
of materials can be expected to be delivered to the Government in 
the months ahead under existing programs. This figure includes 
about $1.1 billion of minerals and metals which, from present indi- 

‘ations, it is reasonable to expect the Government will be required to 
purchase under the “put” options set forth in the Defense Produc- 
tion Act expansion contracts. 

On June 30, 1957, the Government’s maximum obligation remain- 
ing under the expansion programs, due to guaranteed markets, floor 
prices, and other optional provisions, amounted to approximately 
$2 billion. However, it was believed by interested agencies that 
$1.1 billion more nearly represented the Government’s net obligation 
as of that date. The acquisition cost and market value of the ma- 
terials held in the national stockpile and other Government inven- 
tories, and on order under the various procurement programs, as of 
the end of June 1957, were as follows: 


National stockpile and other Government inventories, as of June 30, 1957 


Inventory 
On order 
market value 


Acquisition cost} Market value 


National stockpile (Public Law 520): 


CS SS ee ee a - $6, 158, 755, 300 $249, 869, 600 
Nonstockpile grade_-_ 5 a a aetna 183, 958, 900 |_. 
MENS Sac ccu nt beaccs Das Mies 1 $6, 041, 801, 985 | ! 6, 342, 714, 200 2 249, 869, 600 


Defense Production Act inventory (expansion pro- 
grams): 


Stockpile grade__ __- 55, 070, 633 1, 030, 300, 000 
Nonstockpile grade__ baslekisd , ; 130, 391, 652 50, 000, 000 
IT sale cis ipstaeiametinpa oe cee enaeeeee 3 678, 760, 711 285, 462,285 | 41, 080, 300, 000 
Supplemental aig (Public Law 480): Stockpile 
IB iain ntbitte cnn 216, 610, 923 227, 640, 129 
Commodity Credit Corporation inventory (Public Law 
480): Stockpile grade-_- i 140, 856, 954 140, 856, 954 287, 600, 000 
Interior inventory (Public Law 733): 
Stockpile grade 6, 085, 300 1, 262, 500 
Nonstockpile grade- 1, 236, 200 
Total. ms 17, 943, 685 7, 321, 500 5 1, 262, 500 
Federal Facilities Corporation (Public Law 608): Tin, 
stockpile grade__- 9, 170, 503 8, 671, 242 
Subtotals: 
Stockpile grade - 3 6, 697, 079, 558 1, 569, 032, 100 
Nonstockpile grade - - 315, 586, 752 50, 000, 000 
Grand total_- c 7, 105, 144, 761 7, 012, 666, 310 1, 619, 032, 100 


1Includes an estimated value of approximately $1,300,000,000 for surplus materials 
transferred to the stockpile (including International Cooperation Administration) at no 
acquisition cost to the stockpile. 

2 Includes an estimated value of $69,100,000 for materials expected to be transferred in 
the future from International Cooperation Administration account at no cost to the 
stockpile. 

® Does not include work in process (nickel and mica) totaling $832,652. 

Includes the value of materials at market prices which it is reasonable to assume will 
be delivered and the Government will be required to accept under Defense Production Act 
expansion program contracts. The Government’s maximum obligation under guaranteed 
market clauses, floor price agreements and other contractor’s options amounts to about 
$2,000,000,000. Aluminum, cobalt, copper, metallurgical manganese, molybdenum, nickel, 
and titanium make up over 95 percent of the estimated deliveries through 1963. 

5 Acquisitions limited to asbestos, columbium-tantalum, and fluorspar. 
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The authority for the Government materials programs is derived 
from a number of statutes. The responsibility for coordinating all 
mobilization activities, including programs to assure an adequate sup- 
ply of materials in time of emergency, is vested in the Office of 
Defense Mobilization. The Department of the Interior, the De- 
partment of Agriculture, the Department of Commerce, the General 
Services Administration, the Department of Defense, and certain 
other agencies are responsible for conducting studies and making rec- 
ommendations to Office of Defense Mobilization in regard to various 
materials programs. ‘These include programing for adequate levels 
of domestic production to meet mobilization requirements, barter 
activities, requirement estimates for the industrial and civilian ele- 
ments of the economy, negotiation and consummation of contractual 
arrangements for expanding facilities and supplies, providing mili- 
tary requirements, and furnishing financial aids incidental to the 
development of foreign and domestic sources of strategic materials. 
The legislative authority and purpose for the major procurement pro- 
grams and their relationship to the national defense can be summar- 
ized briefly as follows: 


Defense Production Act of 1950, as amended 

In order to increase the available supply of critical materials for 
defense production and stockpile acquisitions, and to otherwise carry 
out the purpose of the Defense Production Act of 1950, as amended, 
the Congress provided, under section 304, a borrowing authority fund 
of $2.1 billion. Section 303 of the act authorizes the President to 
make provisions (1) for purchases of or commitments to purchase 
metals, minerals, and other materials for Government use or resale; 
and (2) for the encouragement of exploration, development, and min- 
ing of critical and strategic minerals and metals. 
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Most of the supply contracts negotiated under the act provide for 
firm purchases at market prices at the time of delivery. Some con- 
tracts contain guaranteed floor-price arrangements and several pro- 
vide for “put” and “call” options. Under these options the contractor 
may “put” certain quantities to the Government at a guaranteed mar- 
ket price during the period of the contract, providing the material 
produced in the expanded facility is in excess of the quantity that 
can be sold commercially. Similarly, the Government may “call” 
certain quantities at a specified price, usually the market price at the 
time of delivery. 

As of June 30, 1957, Office of Defense Mobilization had certified 
expansion programs amounting to $8.3 billion with the probable ulti- 
mate net loss to the Government estimated at nearly $963 million. Of 
the total programs certified, General Services Administration has 
entered into supply contracts, facilities expansions, and other incen- 
tive programs, with both domestic and foreign producers, involving 
about $7.3 billion in total gross transactions with an estimated net 
loss of $811.6 million. 

By the end of June 1957 approximately 73 percent of the total value 
of gross transactions entered into had been completed with 75 percent 
of the total estimated losses incurred. While a high percentage of the 
expanded production had been consumed directly for defense and 
civilian uses, actual deliveries to the Government for transfer to the 
stockpile or resale to industry amounted to nearly $1.7 billion at Gov- 
ernment cost. Of this total amount, $986 million was transferred to 
the strategic stockpile or sold to industry, leaving materials on hand 
in the Defense Production Act inventory totaling $697.6 million, as 
of the end of June 1957. The estimated market value of this inven- 
tory was $285.5 million. 

A summary of the materials held in the Defense Production Act 
inventory valued at cost and at market prices, together with admin- 
istrative costs and nonrecoverable losses in Defense Production Act 
funds, as of June 30, 1957, follows: 
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On March 18, 1954, the Director of ODM established a policy for 
dealing with surplus materials that have been acquired under the De- 
fense Production Act or may be acquired in the future and are surplus 
to defense and defense supporting ae In announcing the disposal 
policy (Defense Mobilization Order V-3), the Director of ODM 
stated that it is the objective to make ets that surplus materials 
acquired by the Government under expansion program contracts do 
not produce serious adverse market effects or otherwise create major 
problems for industry. Under the policy, disposal of surplus mate- 
rials will not be made either in whole or in part without prior ap- 
proval of the President or someone designated by him. The ODM 
order provides in part as follows: 


Where the stockpile objective has been completed and it is 
determined that the public interest will not be served by 
transfer to the national stockpile of a surplus acquired under 
an expansion program, the surplus will be held by the Gov- 
ernment for eventual disposal. However, such disposal will 
not be made, either in whole or in part, without clear indica- 
tion that such action will not have a serious adverse effect 
upon market prices or create major market fears or uncer- 
tainties, and without the prior approval of the President or 
an official specifically designated by him. 

Generally where the sale of surplus materials acquired un- 
der the Defense Production Act is undertaken and the quan- 
tity is substantial in relation to annual market consumption, 
such disposal will be made only after public announcement, 
well in advance of disposal; of (a) the total peantaty to be 
sold: (6) the markets in which the material will be offered: 

(c) the minimum market price or prices that must prevail 
at the time of sale; and (d) the maximum amounts that will 
be offered for sale in each calendar quarter or other appro- 
priate period. 

Strategic and Critical Materials Stock Piling Act of 1946, as amended 
(Public Law 520,79th Cong.) 

Reorganization Plan No. 3 of 1953 grants the Office of Defense 
Mobilization authority under the Strategic and Critical Materials 
Stockpiling Act to determine from time to time which materials are 
strategic and critical under the provisions of the act, and the quality 
and quantities of materials to be stockpiled. There is no specific limi- 
tation on the quantity or dollar value of materials w hic! h may be stock- 
piled. The stockpile program has consisted of about 75 critical mate- 
rials and the procurement of these materials has been authorized out 
of such funds as the Congress, from time to time, deems necessary to 
carry out the provisions of the act. As of June 30, 1957, the total 
stockpile funds appropriated amounted to $5.9 billion. Of this amount 
$5.7 billion had been obligated with actual net expenditures totaling 
$5.5 billion. 

The market value of the stockpile on June 30, 1957 was approxi- 
mately $6.3 billion. Of this amount, about $1.3 billion consists of 
surplus mater ials transferred to the stoc kpile inventory by other Gov- 
ernment agencies at no acquisition cost to the stockpile. These stock- 
pile materials are stored in 223 storage sites and represent about 26 
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million tons of strategic metals, minerals, and other products. Addi- 
tional materials under contract at the end of June 1957 for delivery 
to the stockpile were valued at $250 million. In the purchase of 
materials for the stockpile, it is the policy of ODM that a reasonable 
time (not to exceed 1 year plus lead time) shall be allowed for produc- 
tion and delivery from domestic sources. 

According to ODM, one of the primary factors in the past in com- 
puting stockpile objectives has been the 5-year emergency concept 
which was established by the Army-Navy Munitions Board in 1944. 
The anticipated deficiency that would exist between the estimated 
requirements and the supplies that could be reasonably relied upon in 
wartime has generally determined the minimum stockpile objectives. 
Of this total deficiency, the amount that would exist in the most critical 
first 3 years of an emergency, and which is generally smaller than the 
minimum objective, has been identified as the procurement priority 
level. The highest priority has been given to the attainment of this 
level. To expedite the completion of both the procurement priority 
level and the minimum objective, ODM authorized direct cash pur- 
chases from both domestic and foreign sources and the utilization of 
barter transactions where practical. 

In April 1954 the President established the long-term stockpile 
objectives in the case of metals and minerals as an additional security 
and preparedness measure. These objectives were calculated by dis- 
counting completely all foreign supplies except from a very limited 
group of countries to which wartime access can be had with the same 
degree of reliance as afforded by sources within the United States. 
Acquisitions under this program were authorized when materials could 
be purchased at advantageous prices and when such procurement would 
aid in the maintenance of the domestic mobilization base, or facilitate 
the barter of surplus agricultural commodities. The program also 
provided that preference should be given to the purchase of newly 
mined metals and minerals of domestic origin, and that such purchases 
should be spread over a considerable period of time to help alleviate 
any distressed conditions within domestic mineral industries that were 
essential to the mobilization base. 

On August 10, 1957, in commissioning the Ranger, Admiral Radford, 
then Chairman of the Joint Chiefs of Staff, summarized current 
strategic thinking as follows: 

As a consequence of rapid progress in technological devel- 
opments and in the power of modern weapons, certain funda- 
mental changes have occurred in national and military 
thinking and planning. 

One of the great lessons of the past decade is that no longer 
will the United States be afforded an opportunity to mobilize 
and rearm after the outbreak of a general war. 

Stemming from this basic fact the United States has 
adopted as national policy the placing of primary reliance, in 
event of general war, on a strong retaliatory capability. 

It is obvious that certain requirements must be met if our 
overall retaliatory capability is to be meaningful. It must 
be adequate, it must be ready for immediate application, and 
it must be able to avoid being neutralized by enemy action at 
the outset of general emergency. 
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Under conditions short of general war, our forces must be 
able to handle adequately situations var ying from cold war 
to limited aggressions. With consideration for budgetary 
limitations, our planning, therefore, should be such that the 
forces which we have for general war contain within them 
the elements and the flexibility to handle situations short of 
general war. 


In tine with this latest mobilization concept, ODM modified the 
stockpiling policy by limiting all new procurement to achieving the 
3-year procurement-priority level. Under this policy, according to 
ODM, no new procurements are to be authorized beyond the priority 
level except in those cases where such procurement is essential to main- 
taining the domestic mobilization base. In instances where remaining 
Government commitments may exceed this level, GSA has been re- 
quested to review existing contracts for opportunities to effect reduc- 
tions or cancellations where it would be to the advantage of the Gov- 
ernment to do so. The Department of Defense concurred with ODM 
in this new procurement policy. According to ODM, indications are 
that new military estimates based on the latest mobilization concepts 
will be lower than current requirements which reflect the earlier mili- 
tary strategy, and may further reduce the need for new procurements. 
The Department of Defense expects to start making these latest re- 
quirements available late in 1957. 

On October 25, 1957, the Director of ODM announced that a civilian 
advisory committee was being formed to make a reappraisal of the 
policies and programs relating to all stockpiling activities. In mak- 
ing this announcement the Director stated : 


The fundamental and far-reaching changes that have taken 
place in weapons development in the United States, as well 
as in assumed enemy capabilities, have convinced me that 
there is an urgent need to review the bases underlying the 
pattern of stockpile planning and management that was estab- 
lished several years ago. 


He requested the special committee to study and submit recommenda- 
tions covering several major problem areas. These included among 
others : the assumptions underlying the determination of requirements 
for important segments of the emergency and the estimated supplies 
in wartime, from domestic production and from both nearby and dis- 
tant foreign sources; the possible needs of allied nations in time of 
emergency ; unique stockpile problems that would stem from massive 
nuclear attack, including special programs directed toward facilitating 
survival and rehabilitation of the economy; general policies relating 
to the acquisition of materials for the supplemental stockpile; the 
utilization of the stockpile for the maintenance of the mobilization 
base ; the storage of materials; upgrading of nonstockpile grade inven- 
tories; and the retention or disposal of inventories in excess of military 
needs. It is expected that the committee will complete its studies 
shortly after the first of the year. 

As of June 30, 1957, acquisitions to the stockpile had substantially 
completed (95 percent) or exceeded the procurement-priority level on 
63 of the 76 stockpile materials, the minimum objectives on 47 mate- 
rials, and the long-term objectives on 18 of the 56 minerals and metals 
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for which long-term objectives have been established. The status of 
the national stockpile at the end of June, based on existing objectives 
and market prices, was as follows 


| 
| : ‘ 
| 3-year priority procure- 


5-year minimum 5-year long-term 
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Percent | Percent | Percent 
Value of ob- Value ofob- | Value of ob- 
jective | jective | jective 
ei ree | | 
Value of objective. | $3, 187, 813, 500 100.0 | 30, 133, 800 | __ 100.0 | | $9, 987, 096, 700 100.0 
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2 Figures include $69,100,000 to be transferred from ICA but not $15,900,000 on order in excess of stockpile 
objectives. 

’ The national stockpile includes 76 materials with minimum objectives and 56 materials (minerals and 
metals only) with long-term objectives. Table shows number of materials where objectives have been 
substantially completed (95 percent) or exceeded. 


On June 20, 1957, the chairman of your committee wrote the Direc- 

tor of ODM for a statement concerning ODM’s policies dealing with 

(a) the disposition of materials in the national stockpile which are in 
excess of the established objectives; (>) the extent to which existing 
DPA and CCC inventories on hand and on order are taken into 
account in authorizing new purchases for the stockpile; and (c) the 
criteria established for disposing of surplus materials in the DPA 
inventory. Mr. Gordon Gray, Director of ODM, answered this letter 
on July 17, 1957. The exchange of correspondence follows: 

JuNE 20, 1957. 
Hon. Gorpon Gray, 
Director, O ffice of De fense Mobilization. 
Executive Office of the President, 
Washington, D.C. 

Dear Mr. Gray: I would appreciate receiving a statement from you 
on the policy of the Office of Defense Mobilization on disposing of 
materials in the national stockpile which are in excess of established 
long-term stockpile objectives, or in excess of minimum objectives in 
instances for which long-term stockpile objectives have not been estab- 
lished. 

In determining whether there is a deficiency in stockpile objectives 
for the purpose ‘of m: aking new purchases for the stockpile, I would 
also like to inquire whether DPA and CCC inventories on hand and 
on order are always included in the calculations. 








54 NATIONAL DEFENSE PRODUCTION 


I would also appreciate receiving the criteria of the Office of Defense 
Mobilization for disposing of materials in surplus supply in the 
Defense Production Act inventory. 

Sincerely yours, 
A. Wiis Rosertson. 


Juty 17, 1957. 
Hon. A. Wiis Rosertson, 
United States Senate, 
Washington, D.C. 

Dear Senator Rozertson: This is in reply to your letter of June 20 
requesting certain information with regard to the policy of this Office 
concerning the disposal of materials in the national stockpile which 
are excess to established minimum or long-term objectives. This 
letter also requested certain other information concerning the han- 
dling of Defense Production Act and Commodity Credit Corporation 
inventories and the relationship of these inventories to the national 
stockpile. 

Under the existing policy of this Office on disposing of materials in 
the national stockpile which are in excess of established long-term 

stockpile objectives, or in excess of minimum objectives in instances for 

which long-term objectives have not been established, no disposal will 
be effected as long as a material is classified as strategic and critical. 
A thorough review of this policy, however, is presently being made to 
determine whether it would be in the best interests of the Government 
to undertake the disposal of materials in the national stockpile which 
are excess to established minimum or long-term objectives as soon as 
it is reasonably clear that such excesses will persist for the foreseeable 
future. Such disposals would, of course, be authorized only under the 
appropriate safeguards contained in section 3 (e) of the Strategic and 
Critical Materials Stock Piling Act (Public Law 520, 79th Cong.) and 
would be subject to the express approval of Congress except in the case 
of obsolescent materials as defined in the act. 

In response to your inquiry as to whether Defense Production Act 
and Commodity Credit Cor poration inventories on hand and on order 
are always included in the calculations to determine whether there is 
deficiency in stockpile objectives for the purpose of making new pur- 
chases for the stockpile, the circumstances surrounding each material 
in these inventories determine whether or not it is included in making 
the calculations in question. In the case of materials in the Defense 
Production Act inventory, materials are included provided they meet 
existing specifications for inclusion in the national stockpile and pro- 
vided further that such materials are under firm commitment or 
deliveries appear certain under the exercise of options in the contracts. 

In the case of materials in the Commodity Credit Corporation in- 
ventory, the question of whether the inventory of a given material is 
included in the calculations to determine a deficiency depends upon 
the purpose for which it was secured by the Department of Agricul- 
ture. The Office of Defense Mobilization’s Stockpile Procurement 
Directives to the General Services Administration specify the kinds 
and quantities of materials which GSA is authorized to procure from 
the CCC toward national stockpile objectives and the amounts which 
may be acquired for the supplemental stockpile by use of foreign cur- 
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rencies generated under title I of the Agricultural Trade Development 
and Assistance Act of 1954. In both cases, material required by CCC 
must meet the stockpile specifications in effect at the time of acquisi- 
tion by CCC. Materials in CCC inventory which were secured for 
delivery to GSA for the national stockpile under ODM procurement 
directives are included in calculations to determine aelcinaa for 
purposes of new purchases. However, since the Agricultural Trade 
Development and Assistance Act of 1954 stipulated that the supple- 
mental stockpile may be additional to the amounts required under 
authority of the Strategic and Critical Materials Stock Piling Act, 
materials in CCC inventory which may be acquired for the supple- 
mental stockpile are not usually included in these calculations. 

With reference to your request for the criteria of this Office for 
disposing of materials in surplus supply in DPA inventory, I am for- 
warding herewith a copy of Defense Mobilization Order V-3, Subject : 
Policy ‘Regarding Surplus Materials Acquired Under the Defense 
Production Act, dated March 18, 1954. I believe that this order is 
self-explanatory. 

Please let me know if you require any further answer to your 
questions. 

Sincerely yours, 
Gorvon Gray, Director. 


Domestic Minerals Program Extension Act of 1953 (Public Law 206) 

During the 83d Congress, the Domestic Minerals Program Exten- 
sion Act of 1953 (Public Law 206) was enacted “to encourage the 
discovery, development, and production of tungsten, manganese, , chro- 
mite, mica, asbestos, beryl, and columbium- tantalum bearing ores and 
concentrates in the U nited States, its Territories and possessions, and 
for other purposes” and to “eliminate where possible the dependency 
of the United States on overseas sources of supply of each such 
material.” 

Prior to the passage of Public Law 206, these domestic materials 
were purchased under regulations which the Government authorized 
shortly after the start of the Korean war pursuant to the Defense 
Production Act. All purchases under the regulations were financed 
with DPA borrowing authority funds with the exception of chrome, 
which was initiated under the authority of the Strategic and Critical 
Materials Stock Piling Act. The purpose of the establishment of 
these programs under the regulations had been to provide domestic 
materials (foreign, too, in the case of columbium-tantalum) of specific 
grades which were in short supply at the time, at prices which were 
generally higher than prevailing market prices. The regulations 
stipulated quantity limitations which could terminate purchases if 
reached before the termination dates. Public Law 206 made reference 
to and extended these regulations for a period of 2 years, and con- 
tinued the use of borrowing authority funds under the Defense Pro- 
duction Act. 

During the 84th Congress, H. R. 6373 was passed, amending Pub- 
lic Law 206 in order to assure the continuance of the domestic pur- 
chase program to the termination dates established in Public Law 
206. The objective of H. R. 6373 was to be accomplished by increas- 
ing the quantities of materials to be accepted under the program. 
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In his memorandum withholding approval of H. R. 6373, the Presi- 
dent stated in part as follows: 


This bill, by congressional action, would direct the con- 
tinuation of the existing domestic minerals purchase pro- 
grams under the Defense Production Act for certain minerals 
after the defense needs have been met. Moreover, it would 
continue such purchases at prices considerably in excess of 
market price * * *. As a result, Government assistance to 
producers of several minerals will be continued under the 
guise of defense needs when such needs do not exist * * *. 
I am conscious of the desirability of developing a long- 
range minerals program for the United States to assure an 
adequate mobilization base and to preserve a sound minerals 
economy. The Advisory Committee on Minerals Policy so 
advised and the Office of Minerals Mobilization has been es- 
tablished in the Department of the Interior to determine and 
recommend such a program. 


By mid-1956 several of the domestic purchase programs under 
Public Law 206 had terminated or were about to terminate. The es- 
tablished quotas had been purchased by the Government. On June 
25, 1956, the Director of ODM advised that he had taken action neces- 
sary to insure the continuance of purchases for four minerals under 
the authority of the Stock Piling Act or the Defense Production Act. 
These materials were mica, chromite, beryl, and manganese. In the 
case of asbestos, columbium-tantalum, and tungsten, for which all de- 
fense needs had been met, the Director of ODM recommended that 
Congress provide interim assistance pending consideration by the 
Congress of a long-range nondefense program to be developed by the 
Department of the Interior. 

The following table shows the total deliveries and value of the 
materials purchased by the Government under the domestic purchase 
program (Public Law 206) through June 30, 1957. The probable 
ultimate net cost to the Government, as estimated by GSA for the 
total program, which would be sec pare to the DPA borrowing au- 
thority is also shown. All materials purchased and delivered under 


the program are taken into the DPA inventory account except chrome, 
which is acquired with stockpile funds and delivered directly to the 
stockpile. 
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Domestic Tungsten, Asbestos, Fluorspar and Columbium-Tantalum 
Production and Purchase Act of 1956 (Public Law 733) 


When the quantity limitations established under the domestic pur- 
chase program (Public Law 206) for tungsten, ashestos, and colum- 
bium-tantalum were reached and deliveries were about to terminate 
under the program, the 84th Congress considered the need for an in- 
terim purchase program to aid domestic producers of these minerals. 
In July 1956 Congress enacted Public Law 733, which directed the 
Department of the Interior to establish a program to purchase tung- 
sten, chrysotile asbestos, acid-grade fluorspar, and columbium-tanta- 
lum from domestic produce ers until December 31, 1958, or until quota 
limitations are delivered, whichever occurs first. 

According to the report filed by the House Committee on Interior 
and Insular Affairs, dated July 31, 1956, it is the purpose of this 
law to promote temporary assistance to producers in order that the 
domestic mining industries which produce the four minerals may 
receive the assistance necessary for their survival pending considera- 
tion by the administration and the Congress of a long-range, non- 
defense domestic minerals program. 

The program was primarily designed to enable producers to adjust 
production, which had been expanded largely as a result of defense 
programs, to normal competitive market conditions. The Office of 
Defense Mobilization had declared previously that the quantities of 
these four materials on hand and on order exceeded the long-term 
stockpile objective with the exception of asbestos, which was prac- 
tically filled, and, therefore, there was no further justification for a 
continuation of Government purchases for defense purposes. 

The purchase price which the Government would pay the domestic 
producers for the four materials is specified in the act. These prices 
are substantially above the normal market prices except in the case 
of asbestos. The Department of the Interior estimated a cost of 
$91.7 million to carry on these programs over the 214-year period, 
but Congress authorized only $21 million in July 19: 56 to start pur- 
chases on a partial-year basis. By early December 1956 the $16.2 
million allocated for the purchase of tungsten was aeeatiahld ex- 
hausted and since that date no further tungsten has been purchased. 
The 85th Congress failed to appropriate funds to continue the pur- 
chase of tungsten; however, under Public Law 85-77, July 1, 1957, 
Congress appropriated $6.7 million for the purchase of asbestos, fluor- 
spar, and columbium-tantalum. All of the materials acquired so far 
under this program are being held in the Department of the Interior 
inventory for transfer to the supplemental stockpile. The following 

table shows the total purchases made by the Department of the 
Interior under Public Law 733 from the inception through August 
31, 1957: 
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Interim | Purchases to Aug. 31 
Material Termination | Unit of measure | Total limi-| limita- | 
date tation tion 

Quantity Cost 


sah 


| | 
| 


Asbestos: 











Crude No. land No. | Dec. 31,1958 | Short ton....--. 2, 000 469 528 $607, 680 
Crnde Me, B55. J hi 4c di Se Ciantttaccah 2, 000 469 354 141, 460 
(olumbium-tantalum__.| Dee. $1, 1958 | Pounds....-.--- 250, 000 57, 559 3, 679 13, 254 
PRIOR. W cceGa une Shien nQ@Oies cen nl SS Uc hears 250, 000 58, 647 28, 116 1, 534, 038 
TUNER, ccidiceketeiiae Lid wand ibd Ee Short ton unit...| 1,250,000 | 293,584 | 289,434 | 15, 785, 204 
SLR EAE de Sean | smapeetignnshealhcteieoneiileamans 
ae eek ee Ree cosseaseeefoseeceennefeennennes| 18, 081, 636 
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Barter program for strategic materials (Public Law 480) 

The Agricultural Trade Development and Assistance Act of 1954, 
as amended, section 303 (Public Law 480), authorizes the Commodity 
Credit Corporation to barter surplus agricultural commodities for 
(a) strategic materials to meet stockpile objectives; (b) materials, 
goods, or equipment required in connection with foreign economic and 
military aid and assistance programs; (c) materials and equipment 
began in substantial quantities for offshore construction programs; 

(dq) materials from abroad for use by Government agencies in the 
United States; and (¢) storable and nondeteriorating materials which 
are less costly to store than the surplus commodity against which they 
are acquired. 

To date the acquisition of strategic materials through CCC barter 
agreements has been limited to materials listed within the Office of 
Defense Mobilization procurement directive for both the strategic 
and supplemental stockpiles. Materials to be included on the barter 
list are reviewed by an interagency task group consisting of repre- 
sentatives from the ‘Departments of State, Interior, Agriculture, Com- 
merce, GSA,and ODM. This group makes recommendations to ODM 
as to the quantity to be acquired and the maximum period to be 
allowed for delivery, which is usually restricted to 2 years. The 
inclusion, however, of any material on the ODM barter list in no 
way makes it mi: undatory for CCC to enter into barter contracts. 
Under the act, the decision as to when and for what materials barter 
should be undertaken is the responsibility of CCC. Any offer to 
barter is considered on the basis of such factors as price, delivery, 
quality, stockpile needs, prior commitments, market availability, and 
the possible political effect on the country involved. 

Programs for the bartering of strategic materials have been in 
operation since the fiscal year 1950. In 1953 it was the stated policy 
of ODM that consideration should be given to the procurement of 
materials authorized, insofar as feasible, through barter and the use 
of surplus food commodities in making payment for materials not 
produced in the United States. All such barter transactions are con- 
ducted through private United States firms. 


08432—58——-5 
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The 84th Congress provided (Public Law 540 and Public Law 480) 
that materials acquired through barter for other than the national 
stockpile are to be held by CCC for transfer to the supplemental 
stockpile, and that material acquired through the use of foreign cur- 
rencies shall be placed in the supplemental stockpile and may be in 
addition to the amounts acquired under authority of the Strategic and 
Critical Materials Stock Piling Act. Materials placed in the sup- 
plemental stockpile may be released only under the provisions of 
section 3 (e) of the Strategic and Critical Materials Stock Piling Act, 
which provides that: 


No such disposition shall be made until six months after 
publication in the Federal Register and the transmission of 
a notice of the proposed disposition to the Congress and to 
the Armed Services Committee of each House thereof. Such 
notice shall state the reasons for such revised determination, 
the amounts of the materials proposed to be released, the plan 
of disposition proposed to be followed, and the date upon 
which the material is to become available for sale or transfer. 
The plan and date of disposition shall be fixed with due re- 
gard to the protection of the United States against avoidable 
loss on the sale or transfer of the material to be released and 
the protection of producers, processors, and consumers against 
avoidable disruption of their usual markets: Provided, That 
no material constituting a part of the stockpiles may be dis- 
posed of without the express approval of the Congress except 
where the revised determination is by reason of obsolescence 
of that material for use in time of war. For the purposes 
of this paragraph a revised determination is by reason of ob- 
solescence if such determination is on account of (1) deteri- 
oration, (2) development or discovery of a new or better 
material or materials, or (3) no further usefulness for use 
in time of war. 


The barter program was suspended at the end of April 1957 to per- 
mit a detailed study by the Department of Agriculture of possible 
safeguards against the substitution of barter transactions for dollar 
sales, without net gain in total export of agricultural surpluses. On 
May 28, 1957, the Department announced that the barter program was 
being resumed under revised policies. Some of the principal provi- 
sions included the following: 

1. CCC must be satisfied that a proposed barter transaction will 
mean a net increase in United States exports in order to insure against 
simply replacing dollar sales. (Exports of cotton, wheat, and feed 
grains to certain countries will be automatically presumed to be in 
addition to normal exports. ) 

2. Each barter contract must contain a specific designation of the 
agricultural commodity involved. Up to now, barter contractors could 
export virtually any CCC-owned commodity under their contract. 

3. Where delivery of agricultural commodities are made in ad- 
vance of delivery of material to CCC, interest will be charged the 
barter contractor. Heretofore, interest was not charged for the first 
2 years. 

4. Barter contractors must provide assurances satisfactory to CCC 
that commodities exported will not be transshipped from the approved 
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countries of destination. In the past, only assurances against trans- 
shipments to unfriendly countries were required. 

5. Materials delivered under barter may not be produced or proc- 
essed in the United States. Heretofore, foreign-produced materials 
could be processed in the United States. 

6. Each barter for strategic and other materials must designate the 
country of origin. In the past, this was not required. 

From the inception of the barter program in 1949 to June 30, 
1957, the value of strategic materials acquired by CCC through barter 
contractors for the strategic and supplemental stockpiles is as follows: 


Fiscal year acquisitions 


{In millions] 





1956 | 1957 | Total 








Materials acquired for— | 1950-54 | 1955 | 
scien dactesatgeaseeine ERETRERRRC HE ey To reeray -| ees 
Minimum stockpile ------- eat ---| $71.8 $16.2 | $64.6 $57.1 $209. 7 
Long-term stockpile - |---- bai 43.2 32. 6 32.3 108.1 
Supplemental stockpile he | | 2.1 | 71.2 | 160.8 234. 1 
| | | 
Total.- sninbinly | 71.8 61.5 


168. 4 | 250. 2 551.9 








All of the materials acquired by CCC against minimum objectives 
are transferred to the stockpile immediately and CCC is reimbursed 
with stockpile (Public Law 520) funds. This has not been the case 
with respect to materials acquired for the long-term objectives. All 
such materials ($108.1 million) are being held in CCC inventory 
pending transfer to the long-term stockpile. Of the $234.1 million 
acquired for the supplemental stockpile, $216.6 million had been 
transferred as of June 30, 1957. 

Foreign sources of supply 

For certain strategic materials, the United States is primarily de- 
pendent upon foreign sources for its supply. In many cases these are 
the so-called hard-to-get materials for which the minimum objectives 
have not been achieved. As of June 30, 1957, over $3.6 billion of the 
total stockpile acquisitions have been of foreign origin. In the case 
of 37 items out of a total of 76 stockpile materials, the Government 
has depended 100 percent on foreign sources for procurement. Of 
these foreign materials, 21 were critical minerals aa metals. 

Other laws affecting the acquisition of materials 

Additional accumulations of strategic materials have been acquired 
by the Government under specific provisions in other legislation. 
For example, the Mutual Security Act of 1954 (Public Law 19 and 
the Federal Property and Administrative Services Act of 1949 (Pub- 
lic Law 152) provide for transfer of strategic materials to the 
national stockpile without reimbursement. As of June 30, 1957, the 
estimated market value of surplus material transferred to the 
national stockpile from all Government agencies at no acquisition 
cost to the stockpile amounted to approximately $1.3 billion. 


EXPLORATION 


The Defense Minerals Exploration Administration functions 
within the Department of the Interior under the supervision of the 
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Assistant Secretary, Mineral Resources. Funds for financing the ex- 
ploration program are procured by borrowing from the Treasury un- 
der authorization of the Defense Production Act. Requests for funds 
are made as needed to the Office of Defense Mobilization. ODM 
issues a certification for the amount it approves. <A total of $38.8 
million of borrowing authority funds has been approved since the 
inception of the program in 1951. As of August 31, 1957, $24,831,577 
of this amount had been obligated or reserved for exploration proj- 
ects, but only about $19,200,000 had been disbursed. DMEA reports 
that 3,633 applications have been received since the start of the pro- 
gram. A total of 1,055 contracts have been executed, 115 of which 
were executed during the past 12 months. The 1,055 contracts are 
reported to have involved exploration for 30 different minerals, and 
covered projects located in 34 States and Alaska. As of August 31, 
1957, 874 contracts had been canceled or terminated, leaving 181 in 
force. Of these 874 contracts, 66 were canceled without any au- 
thorized work having been performed. The remaining 808 termi- 
nated contracts had a total estimated cost of $31,109,017, with Gov- 
ernment participation set at $19,490,909, but the actual cost to the 
Government is reported to be $13,800,008. 

In enacting the Defense Production Act of 1950, the Congress au- 
thorized the President to make provision for the encouragement of 
exploration, development, and mining of critical and strategic metals 
and minerals. In reporting the original bill to the Senate, the Bank- 
ing and Currency Committee indicated in its report No. 2250 dated 
August 7, 1950, that it was the intent that this authority should be 
used in the interest of national defense. The report stated : 


In addition there are many other metals and minerals in 
the United States which are needed for the national defense. 
With suitable exploration and development, and with suit- 
able development of facilities for the treatment of these 
metals and minerals, a very substantial contribution to our 
national defense can be made. 


The initial exploration program undertaken by the Defense Min- 
erals Administration in April 1951 listed 32 strategic and critical 
metals and minerals as eligible for Government financial assistance 
on a participating basis. This list was increased to a total of 37 by 
March 10, 1952. The rate of Government participation was estab- 
lished at either 50, 75, or 90 percent of the total approved cost after 
a case-by-case analysis based on economic studies of the several fac- 
tors involving each mineral and metal. 

In submitting his program request to the Defense Production Ad- 
ministration (presently ODM) on February 12, 1951, for $10 million 
of DPA borrowing authority funds to be used in entering into con- 
tracts for exploration, the Secretary of the Interior indicated the pro- 
gram was being established in the interest of national defense when 
he stated as follows: 
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The program outlined above is necessary in the interest of 
national defense, funds for this purpose are not otherwise 
available to the Department of Interior and the program 
cannot feasibly be carried out by any other means than that 
provided by title III of the Defense Production Act. The 
project should relieve shortages of these metals and minerals 
to a substantial degree without diverting unnecessarily either 
materials or manpower otherwise essential to the defense 
program. 

Early in 1953 the critical need of many strategic metals for de- 
fense purposes eased considerably as a result of the cessation of the 
Korean hostilities. In recognition of this situation the Director of 
ODM, on May 15, 1953, restricted the number of minerals eligible 
for exploration to a total of 19. This list was further reduced by 
ODM on November 3, 1953, to 14 metals and minerals. In taking 
such action ODM was conforming with the apparent intent of Con- 
gress that Government incentives to encourage the exploration of 
strategic minerals should be geared to defense needs. 

Prior to the time that the President appointed the Cabinet Com- 
mittee on Minerals Policy (October 1953) to inquire into national pol- 
icies affecting the production and utilization of minerals and metals, 
certain of the domestic mineral industries were encountering a de- 
pressed market condition. This was particularly true in the case 
of lead and zine where prices declined sharply and hundreds of 
mines had discontinued operations completely. By early 1954 con- 
ditions were such that the minerals industry was urgently request- 
ing Government aid and various remedial measures were being 
considered. 

On February 9, 1954, ODM revised its previous order restricting the 
DMEA program and directed the reinstatement of 19 minerals and 
metals, making a total of 33 materials on the eligible list for Govern- 
ment exploration aid. In expanding the list, the Director of ODM 
indicated that this action— 


recognized that there existed a very imperfect knowledge of 
the United States reserves of strategic and critical metals and 
and minerals, that our stockpile objectives assume some im- 
ports in wartime from strategically accessible sources as well 
as domestic production, and that the maintenance of an 
adequate mobilization base (including continued exploration 
activities) is threatened by depressed conditions in some ele- 
ments of the domestic mining industry. 


Since February 9, 1954, the only change in the DMEA eligible list 
has been the addition of selenium. The 34 metals and minerals which 
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have been eligible for financial assistance at the 50- and 75-percent 
ratio for Government participation are as follows: 


Percent 


OOS 2 he es 
Asbestos (chrysotile) _..._________.___. 
il lie iccencate kiln 


Diamonds (industrial) ~.___..-________. 
eS |) a i ar 
i sia cadeciacnniacinimeintghaetonnneal 
Dee et So 
Ee PREIS 
Monazite and Rare Harths____________- 


Platinum-group metals (3)_--__-______ 
Quartz crystals (piezoelectric) 
SR ee a eee ee 
I a i iis ini Os casts ceded wth 
OC CTIA ) is os cicicine sass 
I re al 
i re 
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1 Added June 4, 1956. 


It is understood to be the view of DMEA that a successful explora- 
tion program must be conducted on the basis of the long-term avail- 
ability of strategic minerals and metals without regard to the quantity 
of materials above the ground at the time. Although several of the 
34 minerals and metals on the eligibility list for Government explora- 
tion aid are now less critical for stockpiling, it is the position of 
DMEA that a Government cost-sharing program should be continued 
to assure an adequate supply of the materials over a long period of 
time. 

On August 22, 1957, the chairman of your committee wrote the 
Director of the Office of Defense Mobilization that he had been advised 
that of the 34 materials eligible for exploration, there were 13 of these 
materials for which the total quantities in the various Government 
inventories would be equal to or in excess of the long-term stockpile 
objectives. He also advised the Director of ODM that he understood 
that there had been no deletions from the list and only one addition 
to the list of minerals and metals eligible for exploration since early 
in 1954. The chairman suggested that the Director of ODM make a 
review of the exploration program to determine whether there should 
be deletions from the list or additions to the list of the 34 materials for 
which Defense Production Act funds are available, with due regard 
to the percentage of cost which should be borne by the Government 
for defense purposes. 
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The chairman of the committee received a reply from the Acting 
Director of the Office of Defense Mobilization, dated September 11, 
1957, which reads in part as follows: 

This Office has recently completed a review of the DMEA’s 
exploration program in connection with the request of the 
Secretary of the Interior for additional borrowing authority 
to finance this program during fiscal year 1958. In this re- 
view, cognizance was taken of the fact that minerals explora- 
tion is included in the long-range minerals program which 
the Department of the Interior has outlined to the Congress 
and that the present DMEA program would form the nucleus 
of the exploration phase of the long-range program. 

After careful consideration, this Office has decided not to 
delete any of the 34 materials presently on the list of mate- 
rials eligible for exploration assistance at this time. We have 
recommended to the Department of the Interior, however, 
that the level of Government assistance for exploration be 
reduced from 75 to 50 percent in the case of those materials 
where the long-term objective, as evidenced by material on 
hand and on firm order, has been met or where a material has 
been deleted from the list of materials for stockpiling as pre- 
senting no major supply problems. The savings of approxi- 
mately $200,000 in new contracting which it is estimated 
would result from this reduction in the percentage of Govern- 
ment assistance for the 12 materials involved, accordingly, 
has been deducted from the amount of additional borrowing 
authority certified to the Secretary of the Interior for the 
DMEA program in fiscal year 1958. 

In a letter to the Secretary of the Interior accompanying 
the certification of borrowing authority for fiscal year 1958, 
dated August 29, Mr. Gray expressed the belief of this Office 
that, in view of the fact that all expansion goals for metals 
and minerals are now closed and that the defense position 
for most stockpile materials is satisfactory, the minerals 
exploration program should be financed by direct appropria- 
tion beginning in fiscal year 1959 rather than by continued 
use of DPA funds. It is expected, therefore, that all new 
contracting for minerals exploration beginning with fiscal 
year 1959 will be financed through the use of funds appro- 
priated to the Department of the Interior for that purpose. 


Following the correspondence between the chairman of this commit- 
tee and the Office of the Director of Defense Mobilization, on Octo- 
ber 22, 1957, the Secretary of the Interior issued a press release relat- 
ing to the reduction in the portion of allowable costs to be borne by the 
Government. The press release states in part as follows: 


The Office of Defense Mobilization has certified $4,800,000 
additional borrowing authority to finance exploration aid 
during the fiscal year 1958 under the Defense Minerals Ex- 
ploration Administration program, Secretary of the Interior 
Fred A. Seaton announced today. This brings the total of 
funds authorized by ODM for the DMEA program to 
$38,800,000. 
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Secretary Seaton also called attention to a reduction in the 
Government’s portion of allowable costs of exploration for 
certain commodities. These lowered articipation percent- 
ages became effective on October 22, 1957, with the issuance of 
DMEA Order 1, revised, and will apply to all applications 

filed on and after that date. The following mineral commod- 
ities have been changed from 75 to 50 percent Government 
participation—asbestos (chrysotile only), columbium, corun- 
rum, diamonds (industrial), kyanite (strategic), mercury, 
monazite and rare earths, platinum group metals, quartz 
crystals (piezoelectric), tantalum, thorium, tin, tungsten, 
and uranium. 

Other commodities which are eligible for 50 percent Gov- 
ernment participation are—bauxite, cadmium, chromium, 
copper, fluorspar, graphite (crucible flake), lead, molybde- 
num, and zinc. 

Under DMEA Order 1, revised, the following commodi- 
ties remain eligible for 75 percent Government participa- 
tion—antimony, beryl, cobalt, manganese, mica (strategic), 
nickel, rutile- br ookite, selenium, and tale (bloc steatite). 





The exploration program being carried out by the Defense Minerals 
Exploration Administration is to be distinguished from the recom- 
mendations contained in the long-range minerals program of the 
Department of the Interior for exploration. The present DMEA 
program is authorized under the Defense Production Act for national 
defense. With respect to the long-range minerals program, the Cabi- 
net Committee on Minerals Policy expressed the belief that in addi- 
tion to security considerations an orderly development and wise use 
of the Nation’s resources is an essential element in a strong and sound 
economy. The Cabinet Committee made the further observation that 
“the Government has an obligation to assure that the mineral resources 
of the Nation be developed, conserved, and utilized in the best possible 
manner over the longest possible period in order to enhance its security 
and commerce.” Recommendations for the establishment of this 
program have been made by the Department of the Interior to appro- 
priate committees of the Congress. 


GUARANTEED LOANS 


When the Defense Production Act was passed in 1950 the Board of 
Governors of the Federal Reserve System had reported that during 
the course of the V-loan program in World War II about $10.5 billion 
was approved for guaranty through the Federal Reserve System, 
and that receipts of the Treasury from the program exceeded expenses 
and losses by $23 million. The Board felt that the program of guar- 
anteed loans which would be authorized by section ¢ 301 of the then 
proposed bill would constitute an essential part of any plan for 
expediting deliveries under defense production contracts. The Board 
pointed out that the proposed program would be confined to the 
guaranty by the national defense procurement agencies of loans made 
by banks and other financial institutions to contractors to finance the 
production of defense materials needed by the United States in the 
present emergency. It was also stated that this program was not 
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to be confused with various proposals advanced in past-war years 
to the peacetime guaranty of business loans. 

In passing the Defense Production Act in 1950, the Congress in- 
cluded the following language relating to guar anteed loans: 


Src. 301. (a) In order to expedite production and deliveries 
or services under Government contracts, the President may 
authorize, subject to such regulations as he may prescribe, the 
Department of the Army, the Department of the Navy, the 
Department of Commerce, and such other agencies of the 
United States engaged in procurement for the national de- 
fense as he may designate (hereinafter referred to as “guar- 
anteeing agencies”), without regard to provisions of law re- 
lating to the making, performance, amendment, or modifica- 
tion of contracts, to guarantee in whole or in part any public 

r private financing institution (including any Federal Re- 
serve Bank), by commitment to purchase, agreement to share 
losses, or otherwise, against loss of prince ipal ¢ or interest on any 
loan, discount or advance, or on any commitment in connec- 
tion therewith, which may be made by such financing institu- 
tion for the purpose of financing any contractor, subcontrac- 
tor, or other person in connection with the performance, or in 
connection with or in contemplation of the termination, of 
any contract or other operation deemed by the guaranteeing 
agency to be necessary to expedite production and deliveries 
or services under Government contracts for the procurement 
of materials or the performance of services for the national 
defense. 


House Report No. 516, Committee on Banking and Currency, states 
that additional language was added to section 301 (a) in the Defense 
Production Act Amendments of 1953 in order to clarify authority in 
relation to guaranty of loans after termination of contracts and in 
relation to the orderly windup of the guaranty program when the 
statutory authority ends. Senate Report No. 138, of the Committee 
on Banking and Currency, states that additional language was added 
to section 301 (a) in the Defense Production Act Amendments of 
1953 to allow V-loans to be made in connection with termination of 
Government contracts; and declared that no small-business concern 
shall be denied a V—loan merely because an alternative source of 
supply exists for the item to be procured on Government contract. 

Section 301 (a) of the Defense Production Act continues as 
amended in the Defense Production Act Amendments of 1953, and 
reads as follows: 

Src. 301. (a) In order to expedite production and de- 
liveries or services under Government contracts, the Presi- 
dent may authorize, subject to such regulations as he may 
prescribe, the Department of the Army, the Department of 
the Navy, the Department of the Air Force, the Department 
of Commerce, and such other agencies of the United States 
engaged in procurement for the national defense as he may 
designate (hereinafter referred to as “guaranteeing agen- 
cies”), without regard to provisions of law relating to the 
making, performance, amendment, or modification “of con- 
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tracts, to guarantee in whole or in part any public or private 
financing institution (including any Federal Reserve Bank), 
by commitment to purchase, agreement to share losses, or 
otherwise, against loss of principal or interest on any loan, 
discount, or “advance, or on any commitment in connection 
therewith, which may be made by such financing institution 
for the pur pose of financing any contractor, subcontrs uctor, or 
other person in connection with the performance of any 
contract or other operation deemed by the guaranteeing 
agency to be necessary to expedite production and deliveries 
or services under Government contracts for the procurement 
of materials or the performance of services for the national 
defense, or for the purposes of financing any contractor, 
subcontractor, or other person in connection with or in con- 
templation of the termination, in the interest of the United 
States, of any contract made for the national defense; but no 
small-business concern (as defined in Section 714 (a) (1) of 
this Act) shall be held ineligible for the issuance of such 
guaranty by reason of alternative sources of supply. 

In the making of guaranties, the Federal Reserve banks are au- 
thorized to act, on behalf of the guaranteeing agencies, as fiscal agents 
of the United States, subject to the supervision of the Board of Gov- 
ernors of the Federal Reserve System; and the Board is authorized, 
after consultation with the guaranteeing agencies, to prescribe rates 
and fees and forms and procedures. 

In 1950, the designated guaranteeing agencies were the Depart- 
ments of the Army, “Navy, Air Force, Commerce, Interior, Agricul- 
ture, and the General Services Administration. In 1951, the Atomic 
Energy Commission and the Defense Materials Procurement Agency 
were also designated as guaranteeing agencies. (The Defense Ma- 
terials Procurement Agency was abolished in 1953. ) On September 
97, 1950, the Board of Gov ernors of the Federal Reserve System estab- 
lished a maximum rate of interest of 5 percent and a maximum com- 
mitment fee of one-half of 1 percent which might be charged 
borrower with respect to any guaranteed loan. The maximura per- 
missible interest rate was increased to 6 percent in May of this year. 
The Board also prescribed a schedule of guaranty fees to be paid to 
the guaranteeing agency by any financing institution obtaining a 
V-loan guaranty. These fees are paid by the lender and are expressed 
as a percentage of the rate of interest he receives from the borrower. 
The Board reports that the schedule of guaranty fees established in 
1950 has not since been changed, and is as follows: 


Percentage of interest payable by borrower on guaranteed portion of loan 


Guaranty fee Guaranty fee 
Percentage of loan guaranteed: Percentage of loan guaranteed— 
Cg ee. ee 10 Continued 
Bei ciaia cachet ria caibatinnnceitiai iit 15 a Fe i 6 i i leeds 30 
re 20 NO pc Search oiicacap aisha ch riled sh scat 35 
ee es 25 | RN ccd ig hee nae 40-50 


The Board reports that most V-loans have been for working capital 
purposes with maturities of from 6 to 24 months. It is further 
reported that during the present program the General Services 
Administration has authorized guaranties of longer term loans for 








NATIONAL DEFENSE PRODUCTION 69 


fixed-capital purposes in connection with the expansion of the machine- 
tool industry and the expansion of facilities for the mining and 
rocessing of strategic minerals and metals, and that the Atomic 
inergy Commission has authorized a few guaranties of long-term 
loans made for the purpose of plant expansion. 

At a hearing on May 28, 1957, Mr. Gaurd L. Boothe II, Director 
of the Division of Defense Loans of the Federal Reserve Board, stated 
that after deducting current costs the net receipts to the guaranteeing 
agencies from September 1950 to March 31, 1957, amount to $26,570,- 
000. Mr. Boothe also stated that allowing $2,065,000 for outstanding 
loans which may be uncollectible, the net profit to the Government for 
the period is in the neighborhood of $24.5 million. The total loans 
guaranteed for this period amounted to $2,841,843,471. Prior to the 
present program under the Defense Production Act, during World 
War II there were 8,757 V-loans made amounting to $10,339,400 
which resulted in a profit to the Government of $22,979,000. In sum- 
mary, loans in the amount of $13,181,243,471 have been guaranteed 
by the Government during World War II and the present emergency, 
with an anticipated profit of approximately $47,484,000. 

In a hearing of this committee on May 28, 1957, the question was 
raised as to whether the Office of Defense Mobilization had established 
a policy which favors tax amortization rather than guaranteed loans 
or loans under the Defense Production Act. Specific reference was 
made to press release No. 546 issued by the Office of Defense Mobiliza- 
tion on November 8, 1956, which states in part as follows: 


The Office of Defense Mobilization today ruled out direct 
Government loans as an incentive to industry for increasing 
United States nickel supplies. 

The incentives now in effect are rapid tax amortization 
and Government purchase contracts which would, where 
justified, make allowances for unusual development costs. 

The incentive program had been under review as a result of 
a proposal by a domestic company which called for a direct 
Government loan to assist in financing the company’s project. 


It would appear that the policy favoring tax amortization rather 
than loans had been in effect, and was being reconsidered immediately 
prior to the issuance of the above press release. Although no refer- 
ence is made to guaranteed loans in the press release, it would appear 
that the effect of the policy is to favor tax amorization rather than 
guaranteed loans as well as direct loans. Previous to the above press 
release, in announcing a revised expansion goal for nickel on May 17, 
1956, it was stated that two types of Government incentives were being 
authorized by ODM to achieve the revised goal: rapid tax amortiza- 
tion and Government purchase contracts. 

In view of the fact that the Defense Production Act provides for 
loans and guaranteed loans, and your committee has the responsibility 
of reviewing the programs authorized by this act, it was considered 
pertinent to inquire into the reasons for ruling out such incentives. 

An example of the operation of the policy favoring tax amortization 
rather than loans is provided in two proposals for the expansion of 
nickel supply. The Bethlehem Steel Co. proposed to construct facil- 
ities for the production of nickel through a subsidiary corporation with 
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an annual capacity of from 30 million to 70 million pounds and sought 
a loan from the Government. This proposal indicated that the sub- 
sidiary corporation would have had assets of from $7.5 million to $20 
million. The budget estimate was $107,500,000 for a plant having an 
annual capacity of 50 million pounds of nickel, including a provisional 
budget of $21,765,000 to cover plant development, general and inflation 
contingencies. The Government would not have been obligated to 
purchase any of the nickel produced by the subsidiary of the Bethle- 
hem Steel Co., but would have had an option to purchase one-half of 
the production at 10 percent below the market price. The Adminis- 
trator of the General Services Administration testified that GSA rec- 
ommended consideration of the proposal, stating that in the opinion 
of his agency the proposal, as made, could be considerably bettered. 

When loans were ruled out in favor of tax amortization by the Office 
of Defense Mobilization, the General Services Administration con- 
tinued negotiations with the Freeport Sulphur Co. A letter from the 
Administrator of GSA to the Freeport Sulphur Co. dated March 8, 
1957, indicates that this company proposed to construct facilities 
having an annual capacity for the production of 50 million pounds of 
nickel. ‘The proposal, which was agreed to by GSA, gives the Freeport 
Sulphur Co. the right to sell to the Government approximately 271 
million pounds of nickel at a price of not less than 74 cents per pound. 
Jt limits the Government to the right to purchase up to 30 percent of 
the total production at the price of 74 cents or market price, whichever 
is higher. The agreement, as evidenced by a letter of March 8, also 
indicates that the Government would be obligated to purchase 23,- 
$35,000 pounds of cobalt from the Freeport Sulphur Co. at $2 per 
pound. The defense need for entering into such a contract for cobalt 
was questioned at the hearing. The letter of March 8, 1957, indicated 
that about two-thirds of the cost of construction would be for facil- 
ities in Cuba and about one-third in the United States. This agree- 
ment with the Freeport Sulphur Co. contemplates certificates author- 
izing accelerated tax amortization as emergency facilities of 80 percent 
of the required facilities; however, the testimony at the hearing on 
May 28, 1957, indicates that the subsidiary company which would have 
been organized under the proposal of the Bethlehem Steel Co. would 
have been a Cuban corporation, not subject to taxation by the United 
States. 

In the early stages of negotiations the terms of a final contract 
which may be coneluded later cannot be known. As previously men- 
tioned, the Administrator of GSA testified that consideration of the 
proposal of the Bethlehem Steel Co. was recommended, further stat- 
ing that it was the opinion of GSA that this proposal, as made, could 
be considerably bettered. GSA, the contracting agency for the Gov- 
ernment, was apparently precluded from continuing to negotiate with 
the Bethlehem Steel Co. with the use of the lending authority under the 
Defense Production Act due to an existing policy of the Office of De- 
fense Mobilization which favors tax amortization as an incentive. 
The provisions of the Defense Production Act have been reviewed by 
the aiinone several times since the passage of the Defense Production 


Act of 1950, and the act was last considered in 1956. The availability 
of the lending authority under the act has been continued. Defense 
Mobilization Order No. 11, which was issued on August 14, 1951, set 
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forth the policy of that date on incentives, including incentives under 
the Defense Production Act and the incentive of tax amortization. It 
was provided in this order that the objective shall be to use these in- 
centives separately or in combination to secure the needed expansion 
at minimum cost to the Treasury, and that the determination of amor- 
tization percentages should be closely related to the provision of other 
financial incentives by the Government to encourage the construction 
of facilities, such as direct Government loans, guaranties and contract- 
ual arrangements. In the use of incentives, it continues to be im- 
portant that needed expansion be secured at the minimum cost to the 
Government. Since the Government anticipates a total profit of more 
than $45 million on over $18 billion in guaranteed loans in World War 
II and the present emergency, it would be difficult to conclude that 
the use of tax amortization is justified in all cases because of a lower 
overall cost to the Government—the Secretary of the Treasury having 
estimated the cost on $38 billion in tax amortization certificates as 
about $3 billion. While small business was not a matter of considera- 
tion in the proposals of the Freeport Sulphur Co. and the Bethlehem 
Steel Co., it should be borne in mind that there was concern about 
small business when the Defense Production Act was amended to in- 
clude the present language relating to the lending authority in 1933. 

It is the view of your committee that needed expansions should be 
secured at the minimum cost to the Government, and that adequate 
consideration in negotiations should be given to the use of guaranteed 
loans, as compared to other incentives, when needed expansions are 
required under the Defense Production Act. 


SmauL Business 


Section 701 (a) of the Defense Production Act states that it is the 
sense of the Congress that small-business enterprises be encouraged 
to make the greatest contribution toward achieving the objectives of 
the act. 

Kach department and agency performing functions under the De- 
fense Production Act has been requested to summarize its activities 
to encourage small business during the past year. The summaries of 
these various departments and agencies are included in the appendix 
of this report. 

The Small Business Administration does not have delegated func- 
tions under the Defense Production Act. However, a report was re- 
quested from the Small Business Administration for inclusion in the 
annual report of this committee. The main purpose of this report is 
to obtain the views of the one administrative agency having responsi- 
bilities which relate principally to small-business problems. In addi- 
tion, the committee staff consults with representatives of this agency 
from time to time on specific problems. During the past year, one 
of the most serious problems for small business resulted from inade- 
quate supplies of nickel. The committee staff and this agency co- 
operated in reviewing all complaints relating to nickel which had 
been received by the Small Business Administration, This informa- 
tion was helpful to this committee in its consultations with the De- 
partment of Commerce on the overall survey of the supply and dis- 
tribution of nickel. The reports on this survey were published by 
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this committee on January 8, 1957, and on February 21, 1957 (Prog- 
ress Report No. 36 and Progress Report No. 37). 

A recent report from the Board of Governors of the Federal Re- 
serve System reveals that 72 percent of the number and 19 percent of 
the amount of guaranteed loans authorized under this act were to 
borrowers having less than 500 employees, including employees of 
affiliated concerns under common ownership or control, 58 percent of 
the number and 12 percent of the amount were to borrowers having 
assets of under $1 million. 

The report of the Defense Minerals Exploration Administration 
reveals that about 60 percent of the DMEA contracts call for ex- 
penditures of $25,000 or less. It is further stated that approximately 
40 percent of all of the DMEA contracts provide for the operator to 
spend less than $3,000. Based on financial standing, annual produc- 
tion, number of employees, and prominence in their particular field 
in the mineral industry, the report indicates that in excess of 80 per- 
cent of the participants in the program are classed as small business. 

The net value of military prime contract procurement actions in 
the United States is reported by the Department of Defense at $19,- 
132,697,000 for the fiscal year 1957, of which small firms received 
$3,782,526,000 or 19.8 percent of the total. In addition, prime con- 
tracts for experimental, developmental, and research work in the 
United States were awarded in the net amount of $3,033,143,000, of 
which small firms received $130,502,000 or 4.3 percent of the total. 

Under section 701 (d) of the Defense Production Act Amendments 
of 1955 the Office of Defense Mobilization was directed to investigate 
the distribution of defense contracts with particular reference to the 
share of such contracts going to small business directly or by subcon- 
tract, and to make recommendations for further action to increase 
the share of procurement going to small business. Recommendation 
No. 11, made by Office of Defense Mobilization on February 29, 1956, 
and mentioned in the sixth annual report of this committee was that 
“representatives of the Small Business Administration should serve 
as members of a Department of Defense board to review items on the 
preferential planning list to determine which items can or cannot be 
produced by small business.” Although it is understood that the rec- 
ommendation has not been carried out specifically, a liaison repre- 
sentative with the Department of Defense has been invited to partici- 
pate in this field. 

Coprer 


The copper situation at the beginning of fiscal year 1958 was marked 
by excess supply, depressed prices, imminent tenders of large amounts 
of the metal to the Government under production-incentive contracts, 
and a continuing rise in United States and world production of copper. 

Factors involved in creating the excess supply, which had an ex- 
tremely depressing effect on prices during the year, included: Increase 
of foreign copper products coming into the United States; consump- 
tion decline due in large part to the slump in home building; softening 
in demand for all nonferrous metals; snowballing effect of fabricators 
staying out of the market and living on inventories on the assumption 
that the copper market would continue to slide. 

The copper surplus now prevailing is in marked contrast to the 
earlier shortages which led the Government to divert copper to indus- 
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try from delivery to the Government during late 1954, 1955, and early 
1956. Indicative of the supply situation is the Department of Com- 
merce report of October 2, 1957, that mid-1957 stocks of refined copper 
totaled 274,000 tons, up 10 percent from the end of March and 51 
percent higher than a year ago. General Services Administration 
sources noted that it is a matter of speculation by the trade as to 
whether the surplus is temporary or permanent. 

The composite price of copper early in the fourth quarter of 1957 
was 26.52 cents, based on the producers’ price of 27 cents and a custom- 
smelter price of 26 cents after a low of 25 cents. A year earlier the 
price was 36 cents, a 10-cent drop from the first quarter of 1956 when 
copper prices hit a 90-year high. The domestic industry, concerned 
with the price slump, is advocating an increase in the peril-point price 
for copper from the present 24 cents to 32 cents. A 2-cent import tax 
becomes effective when the price drops to the peril point. 

Indications that copper would be tendered to the Government for 
the first time came late in 1956 when the domestic market price dropped 
to a point slightly above the floor prices in 3 contracts executed 5 
yearsearlier. First actual tenders were offered by 1 of the 3 contractors 
from August production. 

The maximum Government exposure under 8 contracts outstanding 
as of September 30, 1957, was 400,000 tons. The exposure, dollarwise, 
was $238 million. There has been no indication, however, that the 
maximum tenders to the Government will overrun stockpile objectives. 

The 3 contractors with floor-price contracts account for 345,000 
tons of the total maximum exposure. One company, with deliveries of 
copper scheduled until 1962, shut down operations covered by Gov- 
ernment contract and there is no Government obligation unless and 
until production is resumed. Government exposure under this con- 
tract amounted to 51,000 tons as of June 1, 1957. The two other firms 
may be expected, at the prevailing low market price, to put most or all 
of their contract quantities of copper to the Government, according 
to what General Services Administration sources said was a conserva- 
tive opinion. 

The General Services Administration reported that the Government 
is not in the market for copper at the present time but is buying now on 
contracts. The last contract still outstanding for new purchases was 
executed June 17, 1953. 

Copper imports, while necessary to meet United States consumption 
demands, are not a factor in the possible tenders to the Government by 
the three companies with floor-price contracts. None is an importer of 
copper. 

Concerning the diversion of copper from delivery to the Government 
during the time of critical industrial shortages, General Services Ad- 
ministration reported the phasing out of deferred deliveries was com- 
pleted by shipments to the Government in September 1957. Although 
General Services Administration had stretched out most of the de- 
layed shipments to June 1957, the great bulk of such deliveries ended 
December 31, 1956. 

Progressive easing of copper and copper scrap export controls, which 
began with the open-end licensing of all refined copper in the fourth 
quarter of 1956, continued in 1957. Liberalization of copper raw ma- 
terial export quotas became effective in the first quarter of 1957. On 
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March 4 the Department of Commerce announced that new and old 
unalloyed copper scrap, and certain new and old copper-base alloy 
scrap, had been open-ended for the remainder of the first quarter and 
for the second quarter. Restrictions also were eased on some copper- 
nickel scrap during the first quarter, while refined copper and all other 
copper raw materials remained under open-end export quotas. 

Exports of copper and scrap continued under open-end quotas in 
the second quarter of 1957 except for a restrictive quota a 
to certain copper-nickel alloy scrap. On June 13, 1957, the Depart- 
ment announced a continuation of second quarter export quotas for 
the third quarter except for an easing of export restrictions on nickel- 
silver (german silver) scrap. In the second quarter, the latter ma- 
terial was subject to the same restrictive quota as all other copper- 
nickel alloy scrap containing 40 percent or more copper and 5 percent 
or more nickel, under which applications would be approved only if 
at least 90 percent of the nickel content would be returned to the United 
States in the form of nickel metal. For the third quarter this re- 
striction was removed from nickel-silver. 

Removal of quantitative restrictions on copper and scrap exports 
was permitted by the continued easing in both domestic and free 
world copper supplies. 


TiraANium ProGRaAM 


In early 1957 it became apparent that material changes were taking 
place in the supply and demand situation for titanium products for 
military use. Preliminary estimates submitted by the Department of 
Defense in the spring of 1957 showed a drastic reduction in the mili- 
tary requirements for the next 2 years as compared with estimates 
submitted to ODM and the industry in May and November 1956. In- 
dications were that the production levels for both the producers of 
titanium sponge and titanium mill products would be seriously af- 
fected by the changes. For over 2 years the melting and semifabricat- 
ing capacities of the titanium industry had been insufficient to meet 
the constantly growing military needs for airframes, jet engines, and 
other component parts. During this period deliveries of some ti- 
tanium mill products have been delayed from 2 to 4 months and the 
producers, in response to urgent Government requests, intensified 
their efforts to expedite facility expansions to meet the military re- 
quirements. 

At the beginning of 1957 titanium mill products were still in tight 
supply. Sponge production, on the other hand, was running ahead 
of the demand with substantial quantities being “put” to the Govern- 
ment at the option of each contractor. Revisions in military orders 
for mill products began to occur late in 1956 and increased rapidly 
during the first and second quarters of 1957. By May 1957 the re- 
vised military requirements presented to industry showed a reduction 
of 25 percent in the 1957 production schedules and over 50 percent 
cutback for 1958 as compared with the defense requirements submitted 
6 months earlier. 

The Director of ODM, in a letter to the Assistant Secretary of De- 
fense (Supply and Logistics), on May 13, 1957, expressed his con- 
cern over the adverse effect which he understood the cutbacks were 
having on some of the producers. The letter stated that he had been 
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advised by producers that a continuation of this reduced volume of 
business would have a serious impact on their ability or desire to 
continue in the business of producing titanium. He added that he 
desired to assess the titanium situation and establish the future rela- 
tionship of the Government with the industry. He requested that 
the Department of Defense advise whether or not the present level 
of requirements is a temporary situation, whether the low level of 
demand is due to high production cost, military budget, problems 
of technology, or revised estimates of performance benefits occurring 
from the use of titanium in military products beyond 1959. 

The ODM Director pointed out also in the May 13th letter that 
the industry, encouraged by the Government to expand for a market 
geared almost entirely to defense requirements, now found itself with 
shrinking defense orders and no outlook for increased business for 
the next 2 years. This factor, he stated, coupled with information 
that military requirements reflect a downward trend through 1959, 
created a situation which required attention if the Government was 
to retain the defense foundation for titanium established over the 
past few years. 

It is apparent from the information made available to ODM that 
the major factors contributing to the lower military requirements for 
titanium stemmed from a number of policy and program changes 
made by the Department of Defense early in 1957. In several in- 
stances these changes materially affect the strategic planning and 
future production schedules for military weapons using titanium 
products. Some of the program changes which have caused a serious 
impact on the titanium producers and their rate of production include 
the cancellation of certain aircraft and missile programs using tita- 
nium; shift in emphasis from some types of aircraft to guided missiles 
using less titanium; phasing out production schedules on certain 
programs; reduction in number of spare parts due to corrosion re- 
sistance of titanium; little or no titanium being designed into certain 
new jet engines; technological improvement of other materials com- 
pared with higher cost titanium; economy drive to reduce procure- 
ment expenditures favoring lower cost materials; and some tech- 
nological problems, particularly weldability of certain alloys. 

It was pointed out by DOD officials that, with few exceptions, the 
reduced requirements are due mainly to program cutback and can- 
cellations rather than restricting the quantity of titanium being used 
in any existing type of engine or airframe. This does not necessarily 
apply to future aircraft now undergoing design where cost is a de- 
termining factor. 

The committee staff has been informed that it has been the general 
policy of DOD to refrain from urging a prime contractor to use 
titanium in preference to another metal. The services have carried 
on extensive research programs to improve the processing and fabri- 

cating techniques; to achieve alloys of higher strength and weldability ; 
to develop high-strength sheets ‘suitable for airframes: and, through 

the Titanium Met: allurgic: al Laboratory, to collect, store, and dissemi- 
nate all available technical information to aid industry and Govern- 
ment in its applications. The services have considered it to be the 
responsibility of prime contractors to determine whether titanium will 
provide the improved performance commensurate with the increased 
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cost. It is now the stated policy of DOD that titanium must stand 
on its own and compete with other metals on both a performance and 
price basis. 

It was pointed out in the committee’s sixth annual report that 
the language contained in the Department of Defense Instruction 
No. 4210.9, issued by the Assistant Secretary of Defense (Supply and 
Logistics) on October 24, 1955, setting forth procedures for deter- 
mining titanium requirements, fell short of the language set forth in 
ODM’s policy statement forwarded to DOD on October 7 7,1955. The 
ODM statement, recognizing the need for a strong Gov ernment sup- 
port program to effect. technological advances and lower costs, recom- 
mended that the Department of Defense make every effort to expand 
the use of titanium in military equipment on a production basis, despite 
its high cost. It was the expressed recommendation of your commit- 
tee that a review of the implementation of this policy be made by ODM. 


MILITARY APPLICATIONS FOR TITANIUM 


It is estimated that 80 percent of the titanium consumed for defense 
in 1957 will be used by the Air Force, with the remaining 20 percent 
being consumed for Army and Navy components. Jet engines have 
accounted for about 66 percent, with another 10 percent being con- 
sumed in airframes. From these figures, it is not difficult to under- 
stand the serious impact any major cutback in aircraft programs would 
have on the titanium industry. 

The two most important properties of titanium that justify its 
defense use over other metals are its high strength-to-weight ratio at 
temperatures up to 1,000° F. and its resistance to corrosion. The use 
of titanium in aircraft can frequently be justified, in spite of its 
higher cost in comparison to aluminum or steel, on the basis that 1 
pound of weight saved in the initial design can result in savings up to 
10 to 20 pounds in the final weight of the aircraft. These sav ings are 
effected because for each pound of starting weight there must be pro- 
vided a certain wing and tail area, a certain engine power, a certain 
quantity of fuel, and a certain fuselage size. In the case of one spe- 
cific airplane, the prime contractor found that the overall weight 
could be reduced over 30 tons if titanium were used instead of steel 
where applicable. The typical airframe uses of titanium have in- 
cluded fuselage skins, structural members, frame assemblies, firewalls, 
honeycomb structures, gun-blast panels, landing-gear forgings, ord- 
nance equipment, and bolts. It is believed by some that one of the 
major potential uses of titanium will be in future airframes. 

The Army utilized only a small quantity of titanium in 1957, but 
the Army could be a large potential user, providing the cost of mill 
shapes can be reduced. The problem of peistive i is of such prime 
concern to the Army that the weight saving which could be effected 
by using titanium instead of steel makes it applicable for many types 
of heavy ground equipment, such as tanks, trucks, and artillery 
mounts. 

The major use of titanium by the Navy in 1957 was in carrier-based 
fighter planes. Most of the other uses were minor, but a large poten- 
tial for titanium exists in shipboard applications wherever bare metal 
is subject to rapid corrosion due to exposure to sea water. In several 
test applications it has been proven that a part made of titanium would 
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outlast the useful life of the ship due to its corrosion resistance but its 
present cost is considered uneconomical for wide application. 

From the above, it is apparent that there could be significant in- 
creases in future titanium requirements, particularly for advanced air- 
frames and new high-speed weapon systems now being designed where 
titanium characteristics make it the most suitable metal. The higher 
demands, however, are not anticipated before 1960 or 1961 and, there- 
fore, will not serve to a the impact of the recent cutbacks on 
industry over the next 2 yea The problem facing the Department 
of Defense has been to aatees mine whether the military. needs for tita- 
nium after 1960 would justify the cost of finding additional uses dur- 
ing the interim in order to maintain industry at an economic produc- 
tion level. The total quantity of titanium that might be required in 
the future is not necessarily the principal criteria. Of equal or 
greater significance is how important is titanium to insure our leader- 
ship in the overall performance of strategic aircraft, guided missiles, 
or other weapons systems, even though the quantities ‘involved might 
be relatively small. 

In an effort to obtain some guidance, Defense officials requested the 
Wright Air Development C enter in March 1957 to reappraise the com- 
parative advantages of competing metals and evaluate the importance 
of titanium in obtaining the performance sought in the advance air- 
craft designs. This study reconfirmed the essentiality of titanium al- 
loys in res aching the desired performances in future aircraft engines 
and airframes to maintain superiority in the air. It was the concen- 
sus of the aircraft industry that one of the major increases for tita- 
nium in the immediate future would be in airframes, but that a re- 
appraisal should be made of its use in jet engines. Some aircraft 
manufacturers are convinced that the weight saving effected with 
titanium could increase the destructive power of the weapon by about 
50 percent. Thus, two such airplanes could deliver the same destruc- 
tive force to the target as three other type airplanes. Such a financial 
saving would be substantial, and while the use of titanium might in- 
crease the cost of a single airplane, it might actually decrease the cost 
of the total number of airplanes required to accomplish a given 
objective. 

DPA EXPANSION PROGRAM 


The recent program changes and their effect upon the titanium 
industry have been of real concern to your committee. DPA bor- 
rowing authority funds expended by Government agencies to encour- 
age industry to construct the necessary production facilities have 
involved hundreds of millions of dollars in Government expendi- 
tures plus millions of dollars in private funds. With the mili- 
tary accounting for more than 95 percent of the total consumption of 
titanium, most. of the industry’s capacity now in operation has been 
the result of direct and indirect Government assistance flowing from 
the military need for this metal. 

With the advent of the Korean emergency, titanium metal was in 
its elementary stages of development. Up to that time commercial 
activities had consisted mainly of pilot-plant operations on the part 
of the Du Pont Co., National Lead Co., and the Bureau of Mines. 
Total production of titanium sponge in 1950 amounted to about 75 
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tons and increased to 495 tons in 1951. Due to the urgency of defense 
needs for titanium in 1951, the Government was faced with developing 
practically a wholly new industry to acquire the required production 
‘apacity. Few industries have been so characterized by the joint ven- 
tures of such large corporations as the titanium industry. Only the 
larger companies had the working capacity and the technical staffs 
to offer reasonable prospects to quickly add new facilities and resolve 
the many technical problems retarding the availability of the metal. 

To help meet the heavy fixed capital investment in plant facilities, 
the high operating costs, ‘the possibility of early obsolescence, and the 
limited civilian uses, GSA utilized nearly all the Government aids 
available to encourage industry’s participation. Such Government 
assistance included (1) advances to construct plants, (2) procurement 
contracts, (3) rapid tax amortization, (4) revolving DPA inventory 
to permit capacity production in times of excess supply, and (5) 
research contracts and loans for pilot-plant operations. 

The titanium industry can be broadly classified into four categories: 
(1) the mining of titanium-bearing ores, (2) the production of 
titanium sponge, (3) the melting of sponge into titanium ingot, and 
(4) the processing and fabricating of ingots into mill products of 
various shapes and forms for uses in aircraft and jet engines, ordnance, 
marine, and other commercial uses. In general the industry is made 
up of companies engaged in certain segments of the titanium program. 
Only one producer, the Titanium Metals Corp., is at present a fully 
integrated company. Several of the companies are engaged in two 
or more segments of the industry. The extent to which each of the 
major companies is presently engaged in the production of sponge, 
melting, or fabricating processes is indicated in the following table: 


Facilities 


Company | 
Sponge | Melting | Mill prod- 


metal | ucts 


Titanium Metals Corporation of America ! HS 
E. IL. du Pont de Nemours Co MLE ua denuknc ckuc neki bbe x 
Cramet, Inc.? icc = Meodibaen npn asks mand oneness X 

xX 


Dow Chemical Co_- 
Electro Metallurgical Co. 


Republic Steel Corp_- a eee at aed XxX 
Mallory-Sharon Metals Corp.‘ ite fe SS oe ee Ae a pakisGiud eek xX 
imma res S emmen TAs ois oe chk winnb cociontinnescaadc x 
SE a ge a Sea aE oR Ra Sasa x 


AAA 


1 Jointly owned by National Lead Co. and Allegheny Lidia Steel Corp. 

2 Jointly owned by Crane Co. and Republic Steel Corp. 

? Division of Union Carbide Corp. 

‘Formerly Mallory-Sharon Titanium Corp. Newly formed company announced on Sept. 4, 1957, as 
jointly owned by P. R. Mallory & Co., Sharon Steel Corp., and National Distillers & Chemical Corp. 
Has sponge metal facilities under construction at Ashtabula, Ohio. 

5 Crucible Steel Company of America announced full ownership Nov. 11, 1957, Formerly owned jointly 
by Remington Arms Co., Inc., and Crucible Steel Company of America. 


Titanium was the third largest expansion program certified under 
the Defense Production Act before it was revised downward in the 
second quarter of 1957. With the completion of expansion goal pro- 
grams for sponge production, melting and fabricating facilities, 
ODM reduced the total borrowing authority certification from $895 
million to $218 million. Of the total $218 million certified, approxi- 
mately $216 million has been committed by the GSA for the expan- 
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sion of production facilities, Government purchase contracts and 
research and development as of June 30, 1957. It is estimated that 
approximately $104 million of the total committed represents a prob- 
able ultimate net cost to the Government. According to the latest 
report on borrowing authority submitted to the Congress as of 
June 30, 1957, the Government’s obligations under the program are 
as follows: 








Gross transac- | Probable ulti- 

tions mate net cost 
Original program certified $895, 000, 000 | $128, 700, 000 
Revised program certified (1957) 218, 096, 000 107, 664, 000 
Total contracts consummated - - - 216, 244, 000 104, 075, 000 
Completed. - 144, 325, 000 | 59, 187, 000 
Outstanding 71, 919, 000 44, 888, 000 


The estimated nonrecoverable cost (PUNC), amounting to > $104 
million on the total contracts consummated, represents 13 percent of 
the estimated nonrecoverable cost for all DPA expansion program 
contracts consummated to date. 

A summary of the various contracts entered into by the Govern- 
ment under the expansion program and the extent of the Govern- 
ment’s obligations and probable ultimate net cost as of June 30, 1957, 
is as follows: 


Gross transactions 


Consummated Completed 
Value Probable ulti- Value Probable ulti- 
mate net cost mate net cost 
Facilities expansion - - $163, 264,000 | $75,917,000 | $91, 642, 000 $31, 326, 000 
Revolving inventory a sie 50, 707, 000 25, 885, 000 50, 707, 000 | 25, 885, 000 
Research and development-_.--- ‘2 2, 273, 000 2, 273, 000 1, 976, 000 1, 976, 000 
Total nae = aponcile 216, 244, 000 104, 075, 000 144, 325, ( 000 | "59, 187, 000 


EXPANSION GOALS 


In order to achieve a balanced expansion through the various seg- 
ments of the titanium industry, ODM established a series of expan- 
sion goals. The initial goal w as for 7,200 tons of titanium sponge 
- was set in March 1951. This was raised to 10,000 tons on June 

1952; to 22,500 tons on October 15, 1952; and to 25,000 tons on 
July 30, 1953. During this period ODM authorized GSA to nego- 
tiate with industry for a total sponge capacity of 35,000 tons per year. 
By September 1954, GSA had concluded facility expansion contracts 
with 5 companies totaling 21,500 tons of additional capacity by 1957. 

Early in 1955 several problems developed with respect to the fabri- 
cating of titanium which indicated that the sponge capacity com- 
pleted and scheduled was from 2 to 3 times greater than any fore- 
seeable rate of consumption. Accordingly, the expansion goal was 
reduced to 22,500 tons, representing the total capacity of the facili- 
ties of the 5 companies under contract. On the basis of the July 1955 
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report submitted by Harold S. Vance, ODM special consultant (pres- 
ently a member of the Atomic Energy Commission) who had been 
requested to make an overall study of the titanium program, the 
Director of ODM, suspended the titanium sponge expansion goal on 
September 12, 1955, and officially closed the goal on September 29, 
1955. 

In February 1954, ODM announced an expansion goal to increase 
titanium melting capacity to a total of 37,500 tons. In August 1954, 
an expansion goal for the fabrication of mill products was set at 
37,500 tons. By the end of 1956 industry had either completed or 
scheduled facility expansions totaling 38,000 tons of melting capacity 
and 35,700 tons of fabricating capacity. On December 28, 1956, both 
the expansion goals for melting capacity and for the fabrication of 
mill products were officially closed. 

In 1956, 4 companies, 2 of which were leading producers of sponge 
and 2 of which were potential producers, expressed their confidence 
in the future outlook for titanium by announcing plans to expand 
or build new facilities. These were the first expansions undertaken 
by industry without Government aid of any type. On March 21, 1956, 
Titanium Metals Corporation of America publicized a scheduled in- 
crease in capacity from 3,600 tons per year to 6,000 tons, and on 
August 15, 1956, announced that it expected to further increase its 
capacity to 9,000 tons by late 1957. E. I. du Pont de Nemours & Co., 
Inc., made public on June 29, 1956, that it had already achieved an 
expansion of nearly 40 percent from 3,600 tons to 5,000 tons capacity 
and that it planned to double its original capacity by early 1958. The 
latter expansions of both companies are reported to be deferred pend- 
ing an improvement in the market demand. 

The two new nationally known companies to announce plans to 
join the sponge industry were the United States Industrial Chemicals 
Co., a division of National Distillers and Chemical Corp. and Allied- 
Kennecott Titanium Corp., equally owned by Allied Chemical and 
Dye Corp. and Kennecott Copper Corp. The United States Indus- 
trial Chemicals Co. announced on September 24, 1956, that it would 
build a 5,000-ton plant at Ashtabula, Ohio, to be completed late in 
1957. On September 4, 1957, the National Distillers and Chemical 
Corp., P. R. Mallory & Co., and Sharon Steel Corp. announced the 
joint ownership of the newly formed Mallory-Sharon Metals Corp. 
(formerly the Mallory-Sharon Titanium Corp.) as an integrated 
producer of titanium sponge, ingot, and mill products. The new com- 

any expects to have the 5,000-ton sponge plant at Ashtabula, Ohio, 
in operation by early 1958. 

The Allied-Kennecott Titanium Corp. announced on December 17, 
1956, that the newly formed company would build an integrated plant 
at Wilmington, N. C., to produce titanium tetrachloride, sponge metal, 
and mill products, involving an investment in the order of $40 million 
with initial production scheduled to start early in 1959. 

The following table shows the growth of the titanium sponge in- 
dustry and the extent to which the total production capacity has 
been achieved with Government financing under the DPA expan- 
sion program and through private investments without Government 
assistance : 
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Titanium sponge metal facilities, actual and scheduled capacities, as of June 30, 

1957 

| DPA expansion Private expan- 
program | sions Total 
rigs fei eS eis or sched- | Per- 
Company inal | uled | cent 
capac- Initial | Capac-| Initial | capac- | total 
ity Capac-|produc-| ity j|produc-| ity 
ity tion sched- tion 
uled 
Gabisiniaatetmeeaae ata haat stadia —|— aon -| ie sail celica 
Titanium Metals Corporation. of America_. , 3, 600 1951 | 5 , 400 1956 9, 000 24.7 
E. I. duPont de Nemours Co..-. 900 | 2,700 1953 | 3, 600 1957 7, 200 19.7 
The Dow Chemical Co--.- bewabi | 100 1, 700 1954 a eal 1, 800 4.9 
Cramet, Inc |} 6,000 | 1955 6, 000 16.4 
Electro Metallurgical Co__..--. . } 7, 500 1956 | : 7, 500 20.6 
Mallory-Sharon Metals Co | i ; ' 5, 000 1958 5, 000 13.7 
Allied Kennecott Titanium Corp- ----- (4) 1959 Cyt a aeous 
Total___- pA | 1,000 21, 500 | 00 36, 500 | 100.0 
j i 1 














eee a ee NERA — eee — — _ a 


1 Not available. 





DPA CONTRACT RIGHTS AND OBLIGATIONS 


Under the five DPA expansion contracts both the Government and 
the companies had certain rights and obligations. In general the con- 
tracts were quite similar in that each provided that the Government 
had the option to purchase a portion of the production at a specified 
price but not less than the market price when delivered. Three of 
the companies had the right to “put” any unsold production to the 
Government. Three contracts provided for substantial advances to 
cover the construction costs of the new facilities. Two of the com- 
panies had the option to make repayments in cash on the basis of a 
fixed amount per pound of sponge produced or to tender the metal 
produced to the Government at the market price until the advance 
was repaid in full. One company agreed to make full payment in 
cash. Four out of the five contracts provided for rapid tax amorti- 
zation on the certified amount of the expanded facilities. In two con- 
tracts the Government agreed to certain obligations in case of termi- 

nation. A brief summary of the rights and obligations of both the 
company and the Government under ‘the terms of each of the five con- 
tracts follows: 


Titanium Metals Corporation of America 


This company was formed in 1951 and is jointly owned by the Alle- 
gheny Ludlum Steel Corp. and the National Lead Co. It is presently 
the only completely integrated producer of titanium sponge, titanium 
metal and fabricated mill products in the industry. The contract was 
entered into August 1, 1951, and was the first major titanium expan- 
sion contract negotiated by the Government. The contract provided 
a Government advance up to $15 million to cover the cost of construc- 
tion and installation of facilities capable to producing 3,600 tons of 
titanium sponge annually by October 1954; 90 percent rapid tax 
amortization was granted on the certified facilities. The company 
has the option to either repay the advance (with interest at 4 percent) 
by poundage payments based on a production rate of $0.47 per pound 
x by tender of titanium sponge to the Government at the market 
price. The company does not have the right to “put” any surplus 
production to the Government. The contract may be terminated by 
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the company, if it can demonstrate to the Government that a decline 
in market prices or lack of demand has resulted in the company’s in- 
ability to earn a reasonable profit from the operation. In event of 
termination, the company has the further right of tendering the facili- 
ties (less certain improvements) to the Government in full settlement 
of any remainder due on the advance. The Government has the right 
to purchase up to 400 tons per year, plus the difference between ca- 
pacity and sales to others, at the market price or $4.72 per pound, 
whichever is lower, until 18,000 tons have been produced, or until 
June 30, 1963, whichever occurs first. As of June 30, 1957, the com- 
pany had repaid $4.2 million of the total advance (including interest ) 
in cash and $6.2 million in titanium sponge, leaving a balance of $5.5 
million due the Government which, if repaid in sponge, would amount 
to 1,214 tons at the prevailing $2.25 per pound market price. 


E.I.du Pont de Nemours Co. 

This company started a pilot operation to produce titanium metal 
in 1948. On July 24, 1952 the Gover nment negotiated an expansion 
contract to increase its facilities by 2,700 tons—from 900 to 3,600 tons 

capacity. Under the contract the Government agreed to advance up 
to $14.7 million (reduced to $11.2 million by amendment) to cover 
the cost of construction, to be repaid (with interest at 4 percent) in 
cash by poundage payments based on production at a rate of $0.61 
per pound (reduced to $0.46 by amendment) or by tender of titanium 
sponge at the rate of $5 per pound or market price, whichever is 
lower. The actual Government advance, amounting to $10,340,000 
plus interest, was repaid in full by the company, with $1.5 million 
of the total payments made in titanium metal. The company was 
granted 90 percent rapid tax amortization on the certified facilities. 
While for all practical purposes the contract was terminated with 
the repayment of the Government advance, the Government has the 
option to purchase 300 tons per year, plus the difference between ca- 
pacity and total sales, at market prices, through June 30, 1962 or until 
the company has produced 13,500 tons from the expanded facility. 
As of June 30, 1957, the company had produced a total of 9,494 tons. 
In 1956 Du Pont indicated its confidence in the future of titanium 
by announcing a planned increase of its titanium sponge facilities 
from 3,600 to “approximately 7 7,200 tons capacity, without rapid tax 
amortization or other Government aids. The company reports that 
its current capacity is about 5,200 tons annually. 

Cramet, Ine. 

This company was organized in 1953 as a subsidiary of the Crane 
Co., but in June 1956 the Republic Steel Corp., a fabricator of tita- 
nium products, became a joint owner, purchasing one-half interest in 
the company. The expansion contract, executed on July 31, 1953, pro- 
vided for an advance of nearly $25 million to cover the cost of con- 
struction and installation of titanium-sponge facilities having a 

rated capacity of 6,000 tons annually. First production was to begin 
by January 1955 with full production by December 31, 1956. Under 
the terms the company is to repay the advance (with interest at 5 
percent) by poundage payments based on production at the rate of 67 
cents per pound. As of June 30, 1957, the balance of the advance 
outstanding was approximately $23.3 million. Rapid tax amor- 
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tization was granted on the basis of 90 percent of the certified 
amount. Under the agreement the company had the right to sell 
up to 600 tons of titanium to the Government at a fixed price of $5 
per pound during the first year (1955) and $4 plus escalation or 
market price, whichever is higher, thereafter, up to a maximum of 
6,000 tons prior to the termination date of January 31, 1961. De- 
liveries during any quarter are not to exceed 1,500 tons. The Gov- 
ernment has the right to purchase up to 7,500 tons on the same same 
price basis during the life of the contract. 

The contract is automatically terminated under any one of the fol- 
lowing conditions: (1) when the company has produced 30,000 tons 
of sponge; (2) when the Government has purchased 6,000 tons of 
sponge; (3) when the advances to the company have been repaid with 
interest; (4) when the company has realized a cash return of $23,- 

38,000 but not to exceed 90 percent of the cost of the facilities. The 
company has the option to terminate when the lack of market de- 
mand or obsolescence of equipment results in an operating loss. In 
such event the plant is to be transferred to the Government upon 
payment to the company of an amount not to exceed $6,260,000 for 
materials and other incurred costs. 

As of June 30, 1957, Cramet, Inc. had produced a total of 4,589 
tons of titanium sponge. Since April 1955, the prevailing market 
price for sponge has been lower than the $4 contract price and, there- 
fore, it has been to the advantage of the company to exercise its selling 
rights to the Government. Of the total 4,589 tons produced since 
early 1955, the company has tendered to the Government 3,795 tons 
at an acquisition cost of $34.2 million. The company has the right 
to tender another 2.205 tons to the Government at the $4 contract 
price ($4.48 including escalation costs) which represents a further 
Government obligation of $19.5 million and a possible inventory loss 
of about $9.6 million on the basis of the $2.25 market price per pound. 

It should be noted that for more than a year, while the Government 
has been required under the contract to accept delivery any pay the 
company $4.43 per pound for titanium produced but not sold to others, 
the Republic Steel Corp. has continued to purchase the major portion 
of the titanium consumed in its fabricating plants for military uses 
from Japanese sources at prices below the domestic market (recently 
reported at $2.20 per pound, f. o. b. New York). 

The Dow Chemical Co. 


On July 8,1954, GSA entered into a contract with the Dow Chemical 
Co. to expand its facilities at Midland, Mich., from about 100 tons 
of titanium sponge per year to an estimated capacity of 5 tons per 
day (1,800 tons annually) by December 1956. The contract specified 
that unless the plant was capable of producing 540 tons per year by 
July 1, 1956, the Government had the option of terminating its obli- 
gations. The company made no request for a Government advance 
or for rapid tax amortization. 

The contract provided that the Government would purchase, if not 
otherwise sold, a maximum of 1,000 tons of sponge produced between 
June 30, 1954, an January 1, 1957, at either a fixed price of $5 per 
pound or the lowest price quoted to any other customer during the 
previous 6 months (except for the first 3 tons produced each month 
which was to be offered at the market price or the lowest price quoted to 
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a customer). At the time the contract was signed, the market price of 
titanium was $4.72 per pound. During the period July 1954 through 
December 1956 the company produced 998 tons of sponge of which 978 
tons were delivered to the Government at an approximate cost of 
$9.5 million or nearly $5 a pound. It isapparent that the company did 
not offer its sponge to any other customers at the prevailing market 
prices during the period of sales to the Government. The contract 
required offering sponge for sale in accordance with usual methods 
but did not require sale under the contract price. By limiting its sales 
only to the Government, the company realized a substantial price ad- 
vantage at the $5 fixed price, as the market price decreased 7 times 
from $4.72 to $2.75 during the 214-year period ending December 31, 
1956. The contract provides that the company is to maintain the 
facilities up to December 31, 1961, capable of producing sponge on 120 
days’ notice at a rate not less than the maximum weekly rate reached 
in 1956. Any sales to the Government at that time are to be at a 
mutually agreed price. 


Electro Metallurgical Co., a division of the Union Carbide & Carbon 
Corp. 

Under the terms of the contract entered into between GSA and the 
company on September 14, 1954, the company agreed to construct 
and install, with its own funds, a plant capable of producing 7,500 
tons of titanium sponge annually by September 1957. The cost of 
the project was estimated at about $29 million and the Government 
granted a 90-percent rapid tax amortization on the certified facilities. 
Under the contract provisions, the Government has the right to 
purchase at the market price up to 4,500 tons of sponge a year for 
5 years. The company has the option to tender to the Government 
any production, not otherwise sold, up to a maximum of 1,875 tons 
per quarter—7,500 tons per year until June 30, 1963—at the market 
price when delivered. 

The contract stipulated that the Government could terminate its 
purchase obligations by giving 12 months’ notice to the company. 
In such event the Government was obligated to pay the company, 
over the remaining of the 5 years’ operating period, an amount each 
year equal to one-fifth of 9214 percent of the plant cost (maximum 
plant cost for this purpose was estimated at $31,351,000) not recov- 
ered by production for sale to others. During the 12-month period 
the Government agreed to accept delivery of titanium up to 7,500 
tons. During the life of the contract the company must maintain 
the facilities so that they may be operated at full capacity if needed. 
The company achieved commercial production in December 1956. In 
view of the surplus supply of titanium sponge already available and 
being “put” to the Government, the Commissioner of the Emergency 
Procurement Service (GSA) wrote the Director of ODM on Decem- 
ber 27, 1956, requesting that a determination be made as to whether 
it was in the Government’s interest to cancel its purchase obligation 
with the company. He stated, among other things, that should the 
company be unable to sell its production to others during the 5-year 
period, the Government’s maximum obligation under the contract 
was in the order of $206.5 million (commitment to purchase 37,500 
tons at the then market price of $2.75 per pound). This would be 
reduced proportionately by whatever sales were made to others. 
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The letter pointed out that should ODM decide to exercise its op- 
tion to terminate further purchases, the Government’s maximum obii- 
gation would be in the order of $66.3 million. Of this total, according 
to the letter, approximately $41 million represented the acquisition 
cost of the company’s excess production through February 4, 1958, 
plus about $25 million (later estimated at $20 million) to pay the 
company for the amortization of the plant not recovered by produc- 
tion and sales to others over the remaining 4 years of the contract. 

On January 24, 1957, the Director of ODM authorized the Admin- 
istrator of GSA to terminate the Government’s purchase obligation 
and, on February 4, GSA notified the company that the Government 
was exercising its option to terminate effective 12 months later. 

As of June 30, 1957, the company had “put” a total of 3,790 tons of 
sponge to the Government at an acquisition cost of over $20.1 million. 
On the basis of company figures, GSA estimates that the Government 
may be obligated to accept another 4,454 tons before the February 
termination date involving an additional $20.5 million (based on the 
present $2.25 market price). The Government’s maximum obligation 
for the unrecovered portion of the plant cost during the remaining 4 
years, should the company discontinue to operate the facilities, is 
estimated by GSA to be approximately $20 million, bringing the esti- 
mated total to xaprciineteey $61 million as the maximum cost to the 
Government for the termination action taken. The June 30, 1957, 
Report on Borrowing Authority indicates the probable ultimate net 
loss to the Government under this contract to be $34.8 million. If the 
Government had not terminated its purchases, the company could 
have requested the Government to purchase up to 30,000 tons of titan- 
ium over the 4 years starting February 1958, representing an invest- 
ment of $135 million (at the present market) in addition to the $40.6 
million that the Government might have to purchase before February 
1958, 

The following table summarizes the pertinent facts with respect to 
each of the five Government titanium-sponge-expansion contracts. 
The figures show that the Government advanced $51.7 million to help 
expand the new facilities and that, on June 30, 1957, $28.8 million still 
remained to be repaid. In addition to the advances, 4 of the com- 

anies received rapid tax-amortization certifications totaling $83 mil- 
ion. Of the $23 million advances repaid, $7.7 million has been in the 
form of titanium metal tendered by 2 companies as partial repayments 
while 3 of the companies have exercised their “put” options by deliv- 
ering 8,563 tons to the DPA inventory at an acquisition cost of $63.9 
million. Additional “put” options during the remainder of the con- 
tract periods are estimated at approximately $40 million with another 
$20 million representing the estimated cost to the Government for 
exercising its right to terminate purchases from the Electro Metallur- 
gical Co. on February 4, 1958. 
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DPA REVOLVING INVENTORY 


During the early expansion period (1951) it became apparent that 
defense requirements would not absorb even the limited quantity of 
sponge being produced. To help meet this problem and to encourage 
further industry expansion during the development of military apph- 
cations, ODM established a revolving inventory and authorized a 
fund of $5 million for the purchase and resale of 500 tons of sponge. 
By June 30, 1953, a total of 303 tons had been purchased from Du Pont 
& Co. and resold to fabricators as the demand built up. No further 
deliveries were made to the Government until 1954, when sponge 
production doubled over the previous year and exceeded the demand. 

From that time to the present, titanium sponge production has 
greatly exceeded consumption and in order to prevent severe cutbacks 
in production, ODM increased the revolving inventory to 4,000 tons 

early in 1954 and later to 8,000 tons when fabricating problems devel- 
oped which resulted in a sharp decline in the utilization of titanium 
parts in the aircraft program. The two sponge producers most 
affectec| were Du Pont and Titanium Metals Corp., neither of which 
had put rights under the terms of their expansion contracts. To help 
absorb their excess production, GSA negotiated special contracts early 
in 1954 to purchase up to a maximum of 3,050 tons of sponge from 
Du Pont and 2,963 tons from Titanium Metals Corp. through Septem- 
ber 30, 1955, to be placed in the revolving inventory. Under these 
contracts the Government purchased 2,64 42 tons from Du Pont and 
2,682 tons from Titanium Metals Corp. In accordance with ODM’s 
1955 instructions to curtail Government sponge purchases, these con- 
tracts were not renewed beyond the termination date. This posed no 
problem to the contractors at the time in view of the increased demand 
for titanium through 1956. 

Some indication of the extent to which sponge production has ex- 
ceeded the market demand over the past 3 years can be seen in the 
following table. This shows the total T Tnited States production and 
the amount that has been delivered to the DPA inventory because it 
could not be sold commercially. In 1956 the industry doubled its 
production. Yet the amount put to the Government was one-third 
less than the previous year. This gives some indication of the increas- 
ing trend toward greater usage of titanium for aircraft applications 
prior to the 1957 cutbacks. It is estimated that by the end of 1957 
puts to the Government will represent over 60 percent of the total 
sponge produced this year. 

[Short tons] 


Total United | Delivered to | Total DPA 





/ 

Year | States pro- DPA in- inventory 

eo duction ventory 

1950 | 75 
1951 vag 495 1 303 x 
1952 1,075 | 
1953 ; 2, 241 avtinin 
1954 5, 370 2.712 2, 704 
1955 7, 398 | 3, 903 | 6, 604 
1956 14, 595 | 2,714 | 9, 316 
1957 (6 months 10, 694 | 5, 715 | 14, 966 


Resold to industry. 
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As of June 30, 1957, there was an additional amount of 1,631 tons 
of titanium sponge being held in CCC inventory acquired through 
barter from Japan. An amount of 650 tons remains to be delivered 
under this contract, making a total of 2,281 tons. Early in 1957 an- 
other barter contract was signed for a total of 6,625 tons of Japanese 
sponge to be delivered to CCC inventory over a period of 54 months 
starting in September 1957. The Titanium Advisory Committee 
recommended against this latest barter contract. 

As of June 30, 1957, the DPA inventory totaling 14,966 tons in- 
volved an acquisition cost to the Government of nearly $120 million. 
This inventory consisted of purchases under the revolving inventory 
program, deliveries tendered in repayment of advances, and puts un- 
der the terms of the contracts. A large part of this inventory is non- 
stockpile grade due to the metal exceeding the maximum limit of 120 
Brinell hardness established as the stockpile specification in Septem- 
ber 1956. The market value of this inventory was only $61.7 million, 
representing an inventory loss to the Government on that date of 
$58.3 million. Approximately 2,420 tons of this total inventory, 
valued at nearly $20 million, are over 140 Brinell hardness. On July 
2, 1956, ODM authorized GSA to dispose of this stock but to date 
GSA has not been successful in accomplishing this. Indications are 
that the Government will have to incur a substantial loss in dispos- 
ing of this material. 

STOCKPILE PROGRAM 


Titanium was added to the strategic and critical materials list in 
June 1954. This action was authorized by ODM primarily to en- 
courage the growth of the industry by having a Government stock- 
pile program rather than because of any determined deficiency in the 
estimated wartime requirements. It was not until September 1956 
that stockpile specifications were established and no direct acquisi- 
tions or transfers have ever been made to the national stockpile. On 
August 8, 1957, ODM recommended that titanium be removed from 
the stockpile list. Members of the Titanium Advisory Committee 
urged that it be transferred from the group I to the group II listing 
of stockpile materials, for which there are no procurement objectives, 
pending receipt of full mobilization requirements from the military. 
At that time ODM plans to make a determination whether titanium 
should be procured for the stockpile or dropped from the list. 


EXPANSION OF MELTING AND FABRICATING FACILITIES 


During the latter half of 1955 and 1956, industry embarked on an 
expansion program to meet the rapidly increasing demand for titanium 
mill products by building new melting and processing facilities. Dur- 
ing 1956 the 4 major companies comprising the industry produced 
over 214 times more mill products than the previous year—a total of 
5,182 tons as compared with 1,898 tons in 1955. All except 67 tons of 
this amount was consumed in rated defense orders with jet engines ac- 
counting for the major quantity followed by airframe applications. 

On the basis of the defense requirement estimates submitted to ODM 
late in 1956, it was apparent that the available capacity would not be 
sufficient to meet the needs for mill products during the first 6 months 
of 1957. New melting and processing facilities under construction 








NATIONAL DEFENSE PRODUCTION 89 


were not expected to be available before the middle of the year. At 
an industry advisory meeting held in Washington on November 28, 
1956, members of the titanium producers and fabricators industry 
were advised by the Department of Commerce that aircraft produc- 
tion was being hampered seriously because deliveries of mill products 
were not in accord with production schedules. The situation was so 
tight that the four major producers were called to Washington in 
December 1956 by the Department of Commerce to review their pro- 
duction schedules for the next 6 months. 

When the Washington conference confirmed that a shortage would 
exist, delivery schedules of titanium mill products were rearranged 
by the militar y to meet the 12 major programs effective with the April 
mill schedules. By April, industry was being advised of cutbacks as 
the Department of Defense phased out many of its major titanium- 
consuming programs and closed out others. These program changes 
materially reduced the military requirements over the next 2 to 3 
years and constituted an unexpected setback to the mill producers. 
In fact, the four major producers had responded so well to Govern- 
ment’s appeal to expedite additional melting and fabricating facili- 
ties that the 6-month production from January to June 30, 1957, was 
within 20 percent of the previous year’s total production of mill 
products. 

The plant locations of the four principal producers and the esti- 
mated 1957 titanium melting and fabricating capacity for each are 
listed below. A fifth company, Harvey Machine Co., of Torrence 
Calif., melts sponge and casts ingots for use primarily in its own 
fabricating facilities. In mid-1956 Oregon Metallurgical Corp., Al- 
bany, Oreg., began to produce ingots and castings for commercial 
sale, and on March 7 7, 1957, announced a joint venture with Firth 
Sterling, Inc., of Pittsburgh, Pa., for the production of mill products. 





| Estimated capacity, 1957 

















(tons) 
Location sia ed beet he 
Melting Mill products 
hh ake indi Bn Apuseesle mee Venti, aii cies ire k * 
Titanium Metals Corporation of America__- Henderson, Nev-..- 11, 000 6, 000 
Rem-Cru Titanium, Ine Midland, Pa i 7, 600 4, 000 
Mallory-Sharon Metals Co Niles, Ohio 6, 000 3, 300 
Republic Steel Corp--- Canton, Ohio. -- 4 6, 000 3, 300 
Webi 5s SUSE, | Oe TR Be 30, 600 | 16, 600 





EFFECT OF CUTBACK ON INDUSTRY 


On May 21, 1957, the Industry Advisory Committee met again with 
the Department of Commerce to discuss how seriously future opera- 
tions would be affected by the military cutback in requirement and 
production schedules. Industry members stated that during the past 
2 years Government officials have repeatedly urged producers to build 
new melting and fabricating facilities on the grounds that failure to 
do so would be harmful to both the defense programs and industry’s 
progress. It had been stressed that lack of production capacity was a 
serious deterrent to the use of titanium in military weapons. Indus- 
try members pointed out also that on the basis of what was under- 
stood to be firm military requirements, the producers had invested be- 
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tween $50 million and $100 million of their own capital to achieve 
the necessary capacity to meet the projected defense demands. In- 
dustry expressed the feeling that to receive such large cutbacks unex- 
pectedly, and to be told that titanium must now stand on its own feet 
competitively, imposes a heavy responsibility on both Government and 
industry to institute remedial measures. 

Military representatives attending the industry meeting indicated 
that while there was no change in the thinking of the military as to the 
desirability of titanium, the economic and performance considerations 
would have to balance more closely in future material selections. It 
was pointed out that because “money is tighter” than previously, 
decisions were being very carefully rev iewed. It was stated that the 
Air Force could not continue to use titanium “as freely as formerly 
unless military application advantages are very clear.” At the con- 
clusion of the meeting, industry members were requested to submit 
in writing any recommendations regarding possible courses of action. 
Since this conference the Defense Department has announced the can- 
cellation of the Navaho missile program which was in production and 
used substantial quantities of titanium. 

Late in June and July the Department of Commerce arranged indi- 
vidual conferences with industry members to further explore a pos- 
sible solution to the situation. Immediately prior to these conferences 
a proposal had been advanced that a part of the DPA revolving 
inventory of titanium be declared surplus and made available to Army 
Ordnance and the Bureau of Ships, free of charge, for conversion 
into mill products for new types of applications. In this w ay a much 
lower cost would be realized for applications where the existing high 
cost is claimed to have made the use of titanium parts prohibitive. 
One mill producer indicated that price decreases ranging from 50 to 
65 percent (average decline $4.50 per pound) could be realized for 
certain mill products, providing the titanium sponge were made avail- 
able from Government inventory without cost. Industry members 
and military services appear to hi ave mixed opinions as to the desir- 
ability of doing this and the matter is still under consideration. 

According to the Department of Commerce, it appeared at the time 
of the industry conferences that while the impact of the cutbacks 
would impose a serious hardship on industry, most of the producers 
of sponge and mill products were not in danger of immediately clos- 
ing down. Of the sponge producers, Cramet, ‘Inc. ., and Electro Metal- 
lurgical Co. have “put” rights under their contracts which run for 
several months. Dow Chemical Co. and Du Pont have alre: ady 
reduced their production materially and the Titanium Metals Corp., 
the only integrated company, has announced plans for strengthening 
its market position. Producers of mill products indicated their main 
concern lies in the resultant decrease in research and development 
work, the effect on present price levels, and the loss of competent per- 
sonnel and technical know-how. 


PRICE DECLINES 


From the first commercial production in 1948 until April 1, 1954, 
the prices of titanium-sponge metal remained at $5 per pound, In 
the succeeding 3 years industry has reduced sponge prices 8 times— 
more than 50 percent—from $4.72 per pound to $2.25 per pound. 
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These price declines reflect the lower costs achieved through more 
technological advancements and expanded production and have been 
passed on to consumers in the form of lower mill prices. 


Titanium sponge, price per pound 








Date of change om Grade / | A-2 
Initial price 1948 | $5. 00 7 
Apr. 1, 1954 4.72 $4. 46 
Dee. 1, 1954 4.50 | 4.00 
Apr. 1, 1955 3.95 | 3. 50 
Nov. 1, 1955 3.75 | 3. 25 
Nov. 23, 1955 3. 45 | 3.15 
May 15, 1956 3. 25 | 2.95 
July 2, 1956 3.00 | 2.70 
Dec. 5, 1956 2.75 | 2. 50 
June 4, 1957 2.25 | 2.00 





Effective June 4, 1957, base prices for commercially pure titanium 
mill products declined for the sixth time since February 1954 as 
follows: 


| 
ee pproximate 
June 4, 1957 a reduc- 
; tion 
abe ‘ ie petal otha 
Sheet oi $10. 10 $16 50 } $6. 40 
Plate . 8.00 | 12 eT 1.75 
Strip 9. 5O | 16 | 7. 00 
Vin 9. 50 | 13 00 | 3. 50 
Forging billet 6 . | 7. 75 1. 75 
Hot-rolled forget bars ; 6 8. 50 2. 00 


| 
a ; 


These price reductions, both in sponge and in mill products, have 
occurred in as short a period as recorded for any new metal and have 
been achieved by the determined efforts of both Government and in- 
dustry to obtain the use of titanium in both military and civilian 
applications. 

Although civilian consumption of titanium metal was less than 5 
percent of the total produced in 1957, it appears that over the next 
10 years possibly the greatest potential lies in this direction, particu- 
lar ly in chemical and food processing applications where corrosion re- 
sistance is of prime importance. ‘While the eee obstacle to 
civilian use is its high cost compared with other metals, several of 
the titanium producers have undertaken active programs to foster 
civilian uses. According to agency surveys, before titanium metal 
will take its place among structural me tals, the cost of the sponge 
metal must be reduced to a pr ice of $1.25 to $1.50 per pound as against 
the June 1957 price of $2.25, and the price of mill shapes must come 
down to $2 to $3 per pound—a fraction of the June 1957 average 
prices (of $11 per pound). If such price levels can be reached, it is 
estimated by both defense officials and industry that the demand for 
titanium will increase greatly, supplanting other metals in a wide 
range of military and civilian applications. Prior to the production 
cutbacks one authority indicated that these lower prices were within 
the reach of industry over the next 5 to 7 years. 


98432—58——-7 


Se 


eee a 
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GOVERNMENT ASSISTANCE PROGRAMS 


Beginning with the initial expansion program various Government 
agencies have expended millions of dollars to assist industry through 
research and development of new techniques. The Bureau of Mines 
and the Department of Defense have taken the lead in technological 
research to improve the melting and fabricating processes. In order 
to more effectively develop detailed plans and coordinate the work 
of defense agencies responsible for carrying out the titanium program, 
a titanium steering group was established in 1954 and has been actively 
engaged in removing obstacles to the use of the metal. It was the 
recommendation of this group that the Battelle Memorial Institute 
be awarded a $1 million contract to establish the Titanium Metal- 
lurgical Laboratory to collect and disseminate current technological 
data and provide technical advice to industry and Government on the 
production and application of titanium for military use. 

In 1956 the Navy allotted $3.5 million to accelerate the development 
of high-strength sheets suitable for airframes. Additional amounts 
have been provided by the Air Force to carry out other phases of this 
program. 

ODM organized the Titanium Advisory Committee in 1954, pres- 
ently consisting of the Assistant Secretary for Mineral Resources, De- 
partment of the Interior; the Assistant Secretary of Defense (Supply 
and Logistics) ; the Assistant Secretary of Defense (Research and De- 
velopment) ; Assistant Secretary of the Air Force (Materiel) ; an in- 
dustry representative; and two ODM staff members. It has been the 
function of this Committee to facilitate coordination of Government 
policies and programs with respect to titanium and collect and dis- 
seminate technical information to industry. 

The Titanium Producers and Fabricators Industry Advisory Com- 
mittee was formed by the Department of Commerce in 1952 to cope 
with the many problems in titanium production and fabrication. 
This Committee has met frequently to discuss and advise Government 
agencies with respect to such problems. 

In 1953 titanium products were designated as scarce materials by 
ODM and producers of mill products were required under Government 
regulations to give priority to defense-rated orders. Early in 1954 it 
was decided that producers should have the privilege of trying to 
develop commercial uses. Accordingly BDSA isssued order M-107 
in May 1954 requiring producers to accept defense-rated orders only 
up to 90 percent of the scheduled monthly production. This regu- 
lation, which permitted producers to assure civilian consumers at least 
10 percent of their output, was continued until September 27, 1957, 
when the quantity reserved for rated orders was reduced from 90 
to 75 percent. By this action it is hoped that producers will increase 
their efforts to develop greater commercial applications for the metal. 
Under the provisions of order M-107 each producer of mill products 
submits his monthly order board to interested Government agencies 
for inspection. 

INDUSTRY PROBLEMS 


Although considerable progress has been achieved in the techniques 
for processing and fabricating titanium, there remain several prob- 
lems still to be resolved in order that titanium may become more com- 
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petitive. There is no doubt that the higher cost of titanium was 
a major factor in the reduction in military requirements as well as 
the principal deterrent to its greater application in aircraft and 
weapon systems currently under design. This higher cost has appar- 
ently become of primary consideration in aircraft where substantial 
quantities are involved. Some of the major technological problems 
may be summarized as follows: lack of satisfactory weldability of 
certain alloys; need for improved ductility of high strength alloys; 
improved heat-treating processes; and need for improved castings. 

The utilization of titanium scrap has been a serious problem to 
the industry. According to the Bureau of Mines for every pound of 
scrap used in 1956, at least another pound was placed in inventory 
because it could not be used. The problem is twofold: First, there 
is no satisfactory method for effecting a rapid separation of the var- 
ious classes of titanium contained scrap; and, second, serious diffi- 
culties are encountered in refining certain kinds of such scrap. The 
Bureau of Mines has done considerable work on this problem and a 
substantial price reduction should be effected in the cost of the fin- 
ished titanium product when a satisfactory process has been developed. 

Industry members advised the Department of Commerce at the 
May 21, 1957, meeting of the Industry Advisory Committee that con- 
siderable progress has been realized on certain of these problems and 
that both industry and Government should do everything possible to 
assure continuity of operations. 

It is the expressed opinion of the interested Government agencies 
that industry could be expected to solve its major problems within the 
next 5 years if research were to continue at the tempo experienced in 
the past 5 years. The question that arises at this time is whether 
industry will find it economically possible to maintain its present level 
of research and development at the reduced level of production result- 
ing from the military cutbacks scheduled over the next 2 or 3 years. 

As recent as early 1957 the titanium fabricating industry was being 
urged by the military services to expedite further expansions to meet 
the anticipated needs in the immediate future. The Government has 
an investment of over $200 million in the titanium program. It ap- 
pears that the military cutbacks earlier this year will substantially 
reduce the military requirements for titanium in 1958 and 1959, but 
that revised programs will likely result in a significant increase in 
titanium demands in the 1960-65 period. A determination should be 
made as to the titanium program which will be necessary to meet the 
defense needs and to protect the investment of the Government to 
the maximum extent consistent with these needs. 


Leap AND Zinc PurcHase Programs 


On June 30, 1957, the Government had on hand in the DPA in- 
ventory a total of 2,976 tons of lead acquired at a cost of $1.1 million 
and 3,375 tons of zinc acquired at a cost of $1.2 million. As of this 
same date, with the exception of one lead contract with a foreign 
supplier, deliveries of all lead and zinc under Defense Production Act 
contracts had been completed. 

On October 26, 1953, the President appointed the Cabinet Commit- 
tee on Minerals Policy to study the sedis relating to the production 
and utilization of metals and minerals and to make recommendations 
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for national policies in this field. The guidelines laid down by the 
President were: (a) To make sure that we have available mineral 
raw materials to meet any contingency during the uncertain years 
ahead; (6) to make sure that we can meet the ever-growing minerals 
requirements of an expanding economy; and (c) to preserve the added 
economic strength represented by recent expansion of facilities by the 
domestic mining industry through policies that would be consistent 
with our other national and international policies. 

In his request to the Cabinet Committee to undertake this assign- 
ment, the President referred to depressed conditions in segments of 
the mining industry and specifically to the situation of the lead and 
zinc producers. The Cabinet Committee, in its report to the President, 
dated November 30, 1954, stated that it had given particular attention 
to lead and zinc problems. The situation in this mining industry had 
worsened during the year 1953 and early 1954 when hundreds of do- 
mestic producers of lead and zine closed their mines and curtailed 
smelter production. This in turn forced several hundred employees 
out of work. According to the industry the cutback in operations 
was precipitated by the sharp decline in the domestic prices attributed 
largely to the high increase in imports during 1953. In the case of 
zine slabs the 1953 imports were more than double those of the pre- 
vious year. 

On the basis of a preliminary study and recommendations sub- 
mitted by the Committee on Minerals Policy, the President announced 
on March 26, 1954, that he had authorized ODM, with the full en- 
dorsement of the Cabinet, to proceed immediately to establish new 
long-term stockpile objectives for metals and minerals. The an- 
nouncement added that a complete report would be submitted later 
with recommendations for a long-range program designed to 
strengthen the domestic mineral industry. 

Under the long-term stockpile concept it was recognized that while 
some of the foreign sources of supply might continue to be available 
to the United States in wartime, it is impossible to predict with accu- 
racy just what areas will be accessible. In view of this, ODM was 
directed to carefully review the stockpile objectives in effect on the 
assumption that in event of war no supplies will be available to the 
United States from foreign sources except from a limited group of 
countries (as defined by the National Security Council) to which war- 
time access can be had with the same degree of reliance as afforded 
by sources within the United States. 

It was further intended that the designation of the new objectives 
as “long term” would indicate that acquisitions beyond the present 
minimum stockpile objectives would generally be made over a rela- 
tively long period of time at advantageous prices from domestic pro- 
ducers with preference given to newly mined metals and minerals. 

In his March 26, 1954, announcement, the President stated that the— 


acquisition of metals and minerals to meet the difference be- 
tween the present minimum and new long-term objectives 
will take place ordinarily at such time as the Government 
decides that purchases will help to reactivate productive ca- 
pacity and in other ways to alleviate distressed conditions in 
connection with domestic minerals industries that are an im- 
portant element of the Nation’s mobilization base. 
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In this connection, the Director of ODM, in commenting on the 
procedure to be followed in alleviating dist ressed conditions in the 
domestic minerals industries, stated on April 22, 1954: 


Vhen it is determined that distressed conditions exist in 
connection with domestic minerals industries that are an im- 
portant element of the Nation’s mobilization base, a specific 
program will have to be developed to alleviate these distressed 
conditions. The method of purchase, the prices required, and 
other factors will have to be determined after thorough con- 
sideration of the special situations that exist in the case of 
different materials and different elements of any particular 


industry * * *, The objectives under the new policy will be 
finane Me in the same manner as the present minimum objec- 
tives; 1. e., by requesting of the Congress appropriations in 


eel ance with Public Law 520. Materials acquired with 
these funds will go directly into the stockpile and will then 
be subject to all of the safeguards surrounding the stockpile 
as set forth in Public Law 520. 


Prior to the establishment of the long-term objectives, it had been 
the stated policy of ODM that— 


Stockpile funds shall not be used to purchase facilities or 
equipment for industry, or for the primary purpose of en- 
gaging in economic warfare, of developing new sources of 
supply, of stabilizing markets, or for any other such economic 
operation, domestic or foreign. 


! 
} 
] 
| 


The minimum stockpile inventory objectives have been based on a 
calculated deficiency, covering a 5-year period of war (between esti- 
mated essential wartime requirements and estimated wartime supply 
from both domestic and foreign sources, taking into account the ap- 
proved factoring for shipping losses and strategic bombing.) These 
stockpile objectives have been reviewed per iodically and objectives 
are revised upward or downward whenever significant changes occur 
in de se requirements or supply estimates: Such a change was 
made by ODM with respect to both zine and lead on August 3, 1954 
and September 28, 1954, respectively, when the minimum objective for 
each material was reduced to zero. In each case the minimum ob- 
jective had been completed or was practically completed. By this 
action it is assumed that ODM had made a determination that the 
United States supply situation had reached a level where a deficiency 
no longer existed between wartime requirements and wartime supply, 
including wartime imports adjusted for the risk factor. About the 
same time, however, ODM established provisional long-term objec- 
tives for both lead and zinc (under the new long-term stockpile policy 
as recommended by the Cabinet Committee on Minerals Policy, and 
announced by the President on March 26, 1954.) These were the first 
materials for which long-term objectives were established. In the 
case of lead, the long-term objective was set at 163 percent of the pre- 
vious minimum objective and in the case of zinc at 150 percent. 

These newly established (long-term) objectives provided ample 
space in the stockpile for the acquisitions authorized by the President 
on August 20, 1954, when he outlined his program for strengthening 
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the lead and zinc industry as an integral part of the Nation’s defense 
mobilization base. The President directed: 

1. That increased purchases be made at market prices of newly 
mined domestic lead and zine under the long-term stockpile program 
and stated that the Government was in a position where it could pur- 
chase during the fiscal year 1955 up to 200,000 tons of lead and 300,000 
tons of zinc. 

2. That acquisition be made of lead and zinc of foreign origin for 
the supplemental stockpile authorized by section 104 of the Agricul- 
tural Trade Development and Assistance Act of 1954 (Public Law 
480). He pointed out that this supplemental stockpile was intended 
to be above and beyond the needs of our regular stockpiles under the 
Stockpiling Act and the materials in the supplemental stockpile would 
also be insulated to be released only under stringent statutory con- 
ditions. 

3. That action be taken by the Secretary of State to seek recogni- 
tion by the foreign countries which are principal suppliers of lead 
and zinc that this increased stockpile buying is designed to help 
domestic production. 

The President stated that he was taking these actions in lieu of 
accepting the recommendations of the United States Tariff Commis- 
sion for an increase in the duty on imports of these two metals. He 
explained his decision further by saying, “a serious question exists as 
to the magnitude of the direct benefits that could be expected from 
the recommended tariff increases.” He also said that the increase 
in duties would probably have only a minor effect on the price of lead 
and zinc in this country; that there is a real question as to whether 
the tariff action would have important consequences in reopening 
closed mines; and the increase in the tariff would most likely depress 
prices of these metals outside of the United States. 

The United States Tariff Commission, on page 250 of its 1954 
Report of the Investigation of the Lead and Zinc Industries, con- 
ducted under section 332 of the Tariff Act of 1930 pursuant to a res- 
olution of the Committee on Finance of July 27, 1953, pointed out 
that— 


a large part of the imports of lead and zinc are produced in 
foreign countries by companies owned by United States 
concerns or by foreign companies in which United States 
corporations have a substantial financial interest. 


In authorizing the acquisition programs, the President added— 


it is my belief that the above actions will help bring about 
the attainment of market prices for lead and zinc that are 
sufficient to maintain an adequate domestic mobilization 
base. If the course of action above outlined has not accom- 
plished the objectives we seek, I will be prepared early next 
year to consider even more far-reaching measures, and to 
make appropriate recommendations to the Congress. 


In its final report the Cabinet Committee on Minerals Policy made 
11 recommendations which were approved and released by the Presi- 
dent, on December 1, 1954, after discussion by members of the Cabinet 
at several Cabinet meetings. Three of the recommendations were 
designed primarily to enhance the security of the Nation; one was 
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intended to bring about closer Government-industry relations in the 
mining field; and 7 were directed toward the encouragement of an 
orderly and vigorous development of domestic mineral resources. 

The two recommendations dealing with security which the Cabinet 
Committee termed “overriding in importance” are: 

1. That a complete review be undertaken of all stockpile objectives 
for strategic and critical metals and minerals, and the establishment 
of new long-term objectives to assure, over a period of time, the 
acquisition of adequate stocks of these materials, and thereby reduce— 
and where possible eliminate—foreseeable wartime shortages. 

2. That the supply-demand situation for each of the metals and 
minerals be evaluated periodically on a case-by-case basis to establish 
the proper level of efficient domestic production required as an ade- 
quate component of the mobilization base. 

In addition to security considerations the Minerals Committee 
stated that “an orderly development and wise use of the Nation’s 
resources is an essential element in a strong and sound economy.” 
The Committee emphasized further that the development of mineral 
resources is primarily a function of private enterprise and that such 
actions of Government in this field should be limited to those which 
are in the national interest but not likely to be undertaken by private 
industry. However, to encourage the optimum economic develop- 
ment of domestic resources, the Cabinet Committee recommended 
among other things that “the program of financial assistance to pri- 
vate industry for exploration such as that now administered by the 
Defense Minerals Exploration Administration be strengthened and 
continued.” This is discussed in another part of this report under 
the heading of “Exploration.” 

The President’s announcement of the new long-term stockpile pro- 
gram on March 26, 1954, had an immediate effect on the market price 
of both lead and zinc. Within 4 days prices are reported to have 
advanced twice and when a purchase program was inaugurated under 
the new policy, the market prices of both commodities rose substan- 
tially. By December 1, 1954, when the Cabinet Committee’s final 
report was released, the market price of lead had risen approximately 
20 percent above the low point of February 1954 and zinc prices were 
about 24 percent higher. 

Beginning in June 1954, ODM certified the quantity of lead and zinc 
authorized to be purchased each month by GSA from ores of domestic 
origin under the long-term stockpile program. In the early months 
quantities of these materials equal to or greater than the monthly 
purchase quota established by the Government were offered by the 
producers but starting in January 1955_and running through most 
of 1956 (except for 3 months in mid-1956), the commercial demand 
was such that the monthly offerings from zine producers were sub- 
stantially below the Government’s purchase quota. A similar situ- 
ation existed for lead starting in April 1955. During the same 
period the price of zinc continued to rise from a low of 914 cents per 
pound (East St. Louis) in February 1954 to 1314 cents per pound 
in January 1956, where it remained until May 6, 1957, when the 
price started to decline sharply. The price of lead moved upward 
from 121% cents per pound (New York) in February 1954 to a high 
of 1614 cents per pound in January 1956 and remained close to that 
figure until May 1957, when the price started to decrease. 
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Late in 1956 the total United States supply of both lead and zine 
showed signs of increasing further over the demand. Quantities 
offered to the Government were considerably in excess of the monthly 
au‘horizations to purchase. This prese nted a new problem to ODM 
with respect to increasing Government purchases inasmuch as the 

sstablished long-term stockpile objective for zine was rapidly being 
completed. ODM met this problem on November 28, 1956, by increas- 
ing the long-term zinc objective by another 16 percent. This was 
accomplished by revising the objective in keeping with one of the basic 
criteria (classified) which varies from year to year. It is interesting 
to note in this regard, however, that except for a slight increase in two 
other materials (lead and selenium), zine was the only material out of 
56 minerals and metals for which the long-term objective was increased 
substantially as a result of applying this criteria at that time. On 
the a of this new chee the Director of ODM announced on 
May 1, 1957, that the Government expects to continue purchases of 
lead ete zinc for “a while to come.” 

The supply-demand situation was further aggravated late in April 
1957 when the Department of Agriculture suspended the barter pro- 
gram for all commodities pending a reappraisal of the overall barter 
program. On May 29, 1957, the barter program was resumed but 
under a more restrictive policy. One important revision seriously 
affecting lead and zine was the restriction that strategic materials 
delivered under barter contracts “must be produced and processed 
abroad.” This eliminated bartering for foreign lead and zine ores 
and concentrates for processing at United States smelters and refining 
plants. Such imports have been included under barter agreements for 
many months. The first barter contracts to acquire lead and zinc for 
the supplemental stockpile were signed in August 1956 under the pro- 
gram announced on August 20, 1954. Since that date a total of 
approximately 130,000 tons of le: ad § and 253.000 tons of zine have been 
acquired under barter contracts through July 17, 1957. 

In 1956 both the world output and the U nited States imports of lead 
and zine were greater than in 1955, although consumption declined 
somewhat. The removal of some of the foreign surplus from the world 
market through barter has been a price prop for these foreign metals. 
Since early 1956 until the suspension of barter on April 30, 1957, the 
level of lead and zine prices had been most favorable to foreign pro- 
ducers but not high enough to maintain the domestic industry on a self- 
sustaining basis. It appears obvious, however, that the United States 
cannot continue indefinitely to take surplus production of lead and 

zinc off the world market and insulate it in the supplemental stockpile 
in support of world price levels as the indirect means of maintaining 
domestic price levels. 

In this connection it should be noted that a large part of United 
States imports of lead and zinc originate from foreign companies in 
which United States corporations have a substantial financial interest. 
For example, in Mexico, one of the largest sources of such imports, 
about 50 percent of the lead and almost 40 percent of the zine imports, 
are produced by companies in which United States concerns have a 
maior interest. Virtually all of the smelting and refining operations 
in Mexico are done by firms with heavy American investment. In 
Peru practically all smelting and refining of lead and zine ores are 
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done by a United States concern and a substantial part of the mine 
output of these materials is produced by this company. In Argentina 
the bulk of the mine output of lead and zinc is produced by a ‘subsid- 
iary of a United States corporation. In southwest Africa the major 
portion of United States imports is accounted for by companies hav- 
ing large United States financial interest and the same is true in 
French Morocco. In Australia, United States corporations are heav- 
ily interested in four operations that produce a large portion of the 
total lead and zine output in that country. In the case of ( Yanada, 
approximately one-fifth of the United States imports are from con- 
cerns in which American corporations either have large interests or 
own the operations outright. 

Earlier this year the Director of ODM advised that stockpile pur- 
chases of lead and zine will be discontinued upon the achievement of 
the long-term objectives, which are practically completed. On June 4, 
1957, the Secretary of the Interior submitted recommendations for a 
long-range minerals program. Among other provisions, this program 
seeks to provide for assistance to the domestic producers of lead and 
zinc by means of the imposition of excise taxes. The substitution of 
excise taxes for Government purchases would appear to give recogni- 
tion to the fact that Government purchases serve to temporarily post- 
pone rather than provide permanent economic solutions. 

In announcing the proposal for the long-range minerals program, 
the Secretary of the Interior stated— 


In the development of a long-range minerals program, the 
Department of the Interior first examined the security st: tus 
of the Nation as to mineral raw materials * * *, [The Na- 
tion’s ready store of essential minerals and metals has been 
increased and the mobilization base for minerals substantially 
strengthened.| Generally speaking, mobilization programs 
are now adequate to meet the immediate.requirements of an 
emergency. Long-range considerations with respect to the 
security of the Nation, as well as its economic well-being, 
make it prudent that we look beyond the more immediate 
mobilization requirements to the long-term health and vigor 
of our minerals industries. 


Among the recommendations proposed by the Department of the 
Interior is the imposition of excise taxes on imports of lead and zine. 
In proposing this, the Secretary of the Interior said, 

This action is deemed necessary in view of the recent 
sharp decline of prices of these commodities and the further 
threat to the lead and zine mining industries proposed by the 
high level of imports of these materials. 


He added: 


Following the armistice in Korea, anticipated demand for 
lead and zine did not materialize, and prices declined sharply. 
Domestic producers promptly cut back their production but 
foreign producers generally did not * * *. In any event, 
record imports of these commodities entered the country and 
domestic a experienced distress. Inasmuch as the 
tariff rates on lead and zine had been reduced under trade 
agreements, the industries petitioned for relief under the es- 
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cape clause. The Tariff Commission unanimously recom- 
mended [May 1954] the maximum permissible increases in 
the duties. The President, acting in the overall national in- 
terest, did not implement these recommendations. Instead 
he directed that procurement for the strategic stoc _— and 
exchange of agricultural surpluses for lead and zinc be accel- 
erated. These Government procurement programs have 
served to bolster the market for some time, but present mar- 
ket conditions are such that the lead and zinc industries again 
are threatened with substantial injury. 


In order to provide more adequate protection to the domestic pro- 
ducers of lead and zinc without at the same time materially restricting 
needed imports of these commodities, the Department of ‘the Interior 
veebaiennibs the imposition of excise taxes in lieu of the existing 
tariffs as follows: 

Lead.—When the average price of lead for a calendar quarter is 17 
cents or better, all import excise taxes are suspended; when the av- 
erage price is 16 cents but less than 17 cents, an excise tax of 1 cent 
shall be effective; when the ave erage price is 15 cents but less than 16 
cents, the excise tax shall be 2 cents. When the price is below 15 cents, 
the excise tax shall be 3 cents. 

Zine.—When the average price for zinc for a calendar quarter is 
141% cents or better, all import excise taxes are suspended; when the 
average price is 1314 cents but less than 141% cents, an excise tax of 
14 cent shall be effective; when the average price is 1214 cents but less 
than 1314 cents, the excise tax shall be 114 cents; when the price is be- 
low 121% cents, the tax shall be 2 cents. 

After holding hearings on the proposals for a sliding scale import 
excise tax on lead made in the long-range minerals program, the 
chairman of the House Ways and Means Committee wrote the Presi- 
dent on August 16, 1957, requesting further and immediate consider- 
ation of the matter by the President under the powers already dele- 
gated to him by Congress. The letter stated that the President had 
authority under section 7 of the Trade Agreements Extension Act of 
1955 to afford relief from import competition and to put it into effect 
almost immediately, whereas the recommended legislation, in event of 
its enactment, would not become effective until January 1, 1958. It 
stated also that the proposal for lead and zinc excise taxes was almost 
identical in major respects with the recommendations of the Tariff 
Commission made in 1954 and rejected by the President as not meeting 
the needs of the industry. 

The President replied on August 23, 1957, as follows: 


I appreciate having your letter concerning the administra- 
tion’s proposal for sliding- scale import excise taxes on lead 
and zine. It is eratifying to know that your committee is 
giving attention to the distressed condition of the lead- and 
zinc-mining industries. 

In 1954, as you pointed out, the Tariff Commission recom- 
mended higher duties for lead and zinc under the escape clause 
of the Trade Agreements Extension Act of 1951. But other 
means were available at that time both to meet the public need 
and afford the relief immediately necessary. Such means 
were found in the program of increased purchases of domestic 
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ores for the stockpile and the barter of surplus agricultural 
commodities in exchange for foreign lead and zinc. These 
programs had the advantage of increasing our inventories of 
these materials as a security measure while at the same time 
removing price-depressing excess supplies from the domestic 
and world markets. Recently, however, the attainment of 
our stockpile goals has necessitated adjustments in these pro- 
grams, and the problem of distress has reappeared. 

As I indicated in my press conference on August 21, my 
view with respect to maintaining the integrity of section 7 of 
the Trade Agreements Extension Act of 1951 is as one with 
yours and, I am sure, with that of all the members of the 
House Ways and Means Committee. H. R. 6894, as you 
know, is the sole exception proposed by this administration 
in over 41% years. In view of this fact, I think you will agree 
that such exceptions are not proposed lightly. 

The special circumstances of this case that suggest the 
desirability of following the legislative route were set forth 
by administration witnesses before both your committee and 
the Senate Finance Committee. 

It is understood, of course, that the initiation before the 
Tariff Commission of an escape-clause proceeding by the in- 
dustry is available in the last instance. It is my understand- 
ing that the industry will take such course if the Congress 
does not pass the requested legislation. In that event, I 
would request the Tariff Commission to expedite its consid- 
aration of the matter. 

You mentioned the possibility of relief through the na- 
‘ional-security amendment of the Trade Agreements Exten- 
sion Act of 1955. Although a continuously productive min- 
ing industry is of fundamental importance to the national 
security, it is deemed appropriate in present circumstances 
to invoke the relief afforded by the escape clause of the Trade 
Agreements Extension Act of 1951 if the Congress does not 
enact H. R. 6894. The importance of this industry to a strong 
national defense should, however, not be overlooked. 

I share your belief that expansion of foreign trade is in the 
best interests of the United States, and I reiterate my convic- 
tion that such an objective can best be implemented by recip- 
rocal-trade-agreements programs. 


The Finance Committee of the Senate held hearings on lead and zinc 
imports and on August 20, 1957, favorably reported a bill, already 
passed by the House, to amend the Tariff Act as it relates to unmanu- 
factured mica films and splittings with amendments on lead and zinc. 
The amendments would provide sliding-scale excise taxes on lead when 
the average domestic market price falls to below 17 cents per pound 
and on zine when the price falls to below 141% cents per pound. Con- 
gress adjourned before the amended bill (H. R. 6894) received consid- 
eration by either Chamber. 

On October 4, 1957, the Emergency Committee on Lead and Zinc 
filed proceedings with the Tariff Commission for relief under the 
escape clause of the 1951 Act. The Commission ordered a hearing 
on the matter to start November 19, 1957. 
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Machine tools represent the largest expansion program undertaken 
by the Government under the Defense Production Act. Nearly $1.6 
billion in borrowing authority funds had been certified by ODM 
through June 30, 1957, for five major tool programs. ‘These were 
designed to add tens of thousands of tools to the Nation’s industrial 
capacity and to assure the readiness of future requirements in the 
event of an emergency. It is estimated that the 5 programs will 
represent a probable ultimate net cost to the Government of approxi- 
mately $70 million, about 4.4 percent of the total amount certified. 
These programs consist of the Korean pool-order program, the tool- 
builders facilities expansion program, the elephant-tool program, the 
marine turbine and gear rounding-out program, and the M-day pool 
order. The first three programs were initiated early in the Korean 
conflict and are practically completed. The last 2 programs were 
undertaken during fiscal year 1956 to eliminate the major bottlenecks 
for tools in turbine and gear plants and to assure the immediate utiliza- 
tion of industry’s capacity to turn out new tools in the event of another 
M-day. 

In the past ODM and other interested agencies have devoted their 
efforts to machine-tool programs designed to expand the production 

capacity of industry to reduce the time required for full mobilization 
in the event of an emergency. However, the possibility of a massive 
thermonuclear attack on this Nation has raised several questions as 
to the effectiveness of these programs which were established under 
the earlier mobilization concept. While the security of the Nation 
continues to rest to a large measure upon the ready reserve of machine 
tools to meet military needs under any type of war forced upon us, 
it is apparent that present tool programs should be reevaluated in view 
of the latest strategic concept and possible changes in M-day require- 
ments, 

Since previous issues of the committee’s annual reports have reviewed 
at some length the objectives and achievements of each of the machine- 
tool programs, this report will be confined largely to a brief summary 
of the current status and recent developments with respect to various 
activities. A more detailed review will be found in the individual 
reports prepared by the participating agencies (ODM, DOD, GSA, 
and the Department of Commerce) in the appendix of this report. 

The Government-spon sored tool programs have aided in the wide 
expansion of the Nation’s industrial capacity. Nearly $1.3 billion 
worth of machine tools have been produced and installed in hundreds 
of defense plants throughout the country at a cost to the Government 
of slightly over 1 percent of the initial commitment. The follow ing 
table shows the total borrowing authority funds certified by ODM for 
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each tool program, the transactions completed, and the probable ulti- 
mate net cost to the Government as of June 30, 1957: 


Total certified | Total completed 

I rogram | : : | ; | bs ee 

Gross trans- | Probable | Gross trans- | Probable 

actions | ultimate actions ultimate 

net cost | net cost 
| ope. -8 

| ! 
Korean pool order $1, 253, 440, 000 $8, 500, 000 | $1, 253, 440, 000 | $8, 360, 000 
Builders faciliti expan n 32, 304, 000 5, 400, 000 31, 750, 000 5, 307, 000 
Elephant tool 7, 500, 000 3, 000, 000 4, 820, 000 | 1, 295, 000 
Turbine and gear 50, 000,000 | 50, 000, 000 | ss fe 
M-d } 256, 000, 000 3, 000, 000 

Total 1, 599, 244, 000 69, 900,000 | 1, 290,010, 000 | 4, 962, 000 


Vi 
The principal highlights and current status of each program can be 
summarized as follows: 


Kore an pool-orde r program 


Karly in the Korean emergency the Government entered into pool- 
order agreements with toolbuilders guaranteeing the sale of 86,815 
tools valued at $1.2 billion. Of this total all were sold to industry 
as of June 30, 1957, except 436 units remaining in Government in- 
ventory at an acquisition cost of $5.4 million. Some of these are 
speci: al tools, but the majority will continue to be offered for sale. 
Kixcept for disposing of this inventory, the program is completed. 


Builders facilities expansion program 


Under this program the Government agreed to purchase and lease 
to tool producers a total of 2,730 units (under 123 contracts) at a 
cost of $31.7 million. These tools were used to increase the industry’s 
capacity to meet the new tool demands from defense plants. At the 
end of June 1957, 1,546 of these tools had been sold to the lessees 
for waa million; 910 units valued at $8.6 million remained on lease 
under 47 leasing agreements; 17 units had been transferred to other 
programs; and the rem: ining 257 tools, costing $4.4 million, had been 
removed from plant sites and placed in the industrial reserve. The 
program is completed except for the disposition of the 910 units still 
on lease. All of the 47 lease agreements expire by late 1957 or early 
1958. 

Elephant-tool program 

The original elephant-tool program, which fell far short of its 
objective, has been completed. This program was undertaken to 
provide increased capacity for the production of extremely large (ele- 
phant) general-purpose tools needed for future production of defense 
items. Many of these tools require from 12 to 30 months lead time 
and range in cost from $75,000 to $300,000. A total of 3 contracts 
were executed with toolbuilders providing for the Government pur- 
chase, installation, and lease of 320 units costing $4.8 million. These 
contracts cover a 10-year period during which the builders are privi- 
leged to use the leased tools for both defense and civilian work at a 
rental rate of 1 percent per month of the acquisition cost, when actual- 
ly in use. When the tools are not in use the Government pays the 
producer a maintenance and storage charge. Through June 30, 1957, 
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these elephant tools have yielded the Government a total of $1.8 mil- 
lion in rental fees with $545,800 of this amount being earned in the 
fiscal year 1957. On this basis the Government stands to realize a 
full return on its original investment over the 10-year period. 

For over 2 years BDSA, at ODM’s request, has been conducting 
studies to determine what deficiencies exist in the number of elephant 
tools required to meet full mobilization needs in a selected group of 
defense-supporting industries such as rolling mills, electric power, 
and transportation. These studies have indicated a definite de- 
ficiency but further development of the program is being deferred 
pending the completion of the revised requirements under the new 
strategic concept. 


Marine turbine and gear rounding-out program 


It was stated in the sixth annual report that in August 1955, ODM 
had authorized up to $70 million (reduced to $50 million in March 
1956) in borrowing authority funds to round out the production 
facilities of the turbine and gear industry. This expansion program 
was undertaken upon the recommendation of the inter agency study 
group, consisting of representatives from the Department of Defense, 
Maritime Administration, BDSA, GSA, and industry. After many 
months of study, including visits to the various turbine and gear 
plants, the group advised ODM in August 1954 that a marked de- 
ficiency existed between the available ‘plant « capacity and the full 
mobilization requirements for the Navy and maritime-shipbuilding 
programs. The group recommended that borrowing authority funds 
be used to provide the machine tools necessary to “effect the needed 
plant expansions. Many months were consumed in identifying the 
specific types and sizes of tools needed, in screening the Government 
reserves for the availability of such tools, and in arranging for the 
certification of funds. 

It was late 1956 when GSA announced that proposed contracts, 
including lists of the tools to be furnished, had been forwarded to 6 
of the 10 turbine and gear producers with the expectation that negotia- 
tions would be completed early in 1957. These proposed contracts 
involved the leasing of about 310 Government-owned tools valued at 
approximately $43 million, 

As of October 15, 1957, GSA advised that although extensive 
negotiations had been carried on throughout the past year with 3 of 
the turbine and gear producers, and limited negotiations with 2 
others, several questions raised by the producers had continued to 
delay final arrangements. Among others these included: (1) unwill- 
ingness to devote available space to standby equipment or tools used 
only part time, (2) lack of available plant space for installing the 
tools, (3) reluctance to finance the cost of additional space required, 
and (4) opposition to the normal Government leasing rates due to the 
high monthly cost involved. 

In early October, negotiations with one producer had advanced to 
the point that the contract required only to be executed by the Gov- 
ernment to complete the expansion arrangements. In considering 
this action, the Administrator of GSA recommended that the con- 
tract be deferred until the capacity of the industry had been reap- 
praised in the light of the new strategic concept and the revised ship- 
building requirements in preparation. He pointed out that the terms 
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of the contract committed the Government to a facilities expansion 
program based on full mobilization requirements developed over a 

ear ago, and prior to the current concept of nuclear attack. The 
Director of ODM concurred with GSA and requested that the inter- 
agency study group review the latest preliminary estimates to deter- 
mine the extent of any deficiency in the industry’s capacity to meet 
the anticipated demands of the Navy and maritime programs. 
ODM’s future actions with respect to this program will be guided 
largely by the outcome of this study. 
M-day pool order program 

This program was established prior to the massive nuclear attack 

concept. It is designed to assure that the tool builders facilities 
available on M-day will be immediately utilized to produce tools 
needed for defense purposes. ODM has authorized $21 million to 
finance this program, of which $18 million is to be available for 
working capital advances, and the remaining $3 million represents 
the probable ultimate net cost to the Government. On the basis of 
the $21 million authorized, GSA was directed to enter into pool order 
contracts with producers up to a maximum of $256 million. The 
contract specifies that no advances or expenditures will be made until 
actual production is “triggered” by Government notice to the pro- 
ducers. Only those tools that can be produced in the first 6 months 
have been included on the original production schedule. The pro- 
gram calls for the list of tools to be reviewed every 6 months and 
additions or deletions made in accordance with changes in mobiliza- 
tion plans. The Government guarantees the sale of all tools included 
on the contract schedule. As of September 30, 1957, GSA has for- 
warded 90° contracts to machine tool producers with production 
schedules totaling 15,299 tools valued at $239.1 million. Of the total 
contracts submitted, 72 have been signed and returned to GSA cov- 
ering the future production of 12,949 tools, valued at $176.2 million. 
Several of the remaining contracts are reported to be temporarily 
delayed pending price adjustments and other changes. 


UNIFORM LEASING PRACTICES 


In the three previous annual reports the committee has pointed out 
a lack of uniformity in the practices being followed by various Gov- 
ernment agencies in furnishing Government-owned machine tools to 
defense contractors. This has frequently led to inequities and com- 
petitive advantages favoring one contractor over another. In the 
sixth annual report, dated January 22, 1957, the committee indicated 
that little progress had been made in correcting this situation, although 
the Director of ODM had advised the committee’s chairman on 
February 10, 1956, that, in recognition of the committee’s recom- 
mendation, he was establishing an interagency task group to explore 
the subject and to make appropriate recommendations. The members 
of this task group consisted of representatives from the Departments 
of Commerce and Defense, GSA, AEC, and the Small Business Ad- 
ministration. 

By August 1956, all interested agencies (GSA, AEC, HEW, and the 
Maritime Administration) except the Department of Defense, had 
submitted factual reports of their leasing practices being followed. 
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The original data prepared by the three services was inadequate, and 
it was not until November 1956 that DOD supplied an actual account 
of the various procedures being followed by the Army, Navy, and Air 
Force, in furnishing Government-owned tools on both a monthly 
rental and nonrental basis. From these reports it was apparent that 
a definite lack of uniformity existed among the various agencies with 
respect to the Government-contractor relations as applied to such 
equipment. 

Following several months of conferences during which the task 
group tried to resolve the various policies and practices into a work- 
able standard applicable to all agencies, it became apparent that there 
were two major problems of conflict. These centered around the 
armed services and involved (1) the higher rental rates previously 
established by the military and (2) the general practice of negotiating 
a compensatory reduction in net cost of the end-product whenever 
Government-owned tools are furnished contractors, rather than leas- 
ing the tools on a cash rental basis. All the other participating agen- 
cies agreed unanimously that the Government should establish rental 
rates lower than those extended by DOD and that all Government- 
owned tools should be leased at a uniform cash rental rather than on 
the basis of an end-product price offset. This latter procedure has 
been the major source of inequity and complaint in the past, since the 
actual procurement price of the product has often been hidden, thus 
permitting little opportunity for a fair competitive comparison. The 
Department of Defense strongly opposed any change in their leasing 
and procurement policies. They claimed that the existing leasing rates 
established by DOD in January 1955 were competitive with industry 
and the price offset policy allowed them the advantage of spreading 
their authorized program appropriations over many more military 
items due to lower net costs realized. The latest available figures indi- 
cate that of the total 143,000 Government-owned tools which the serv- 
ices had in use in private facilities, over 125,000 were supplied under 
facilities contracts at no-rental charge as compared to 18,000 tools 
leased on a cash-rental basis. 

In May 1957 it became apparent to the task group that the basic 
differences in the practices proposed by DOD and the other agencies 
involved policy decisions which could be settled only at a higher level. 
In view of this, a set of 16 uniform leasing practices were submitted 
to the Director of ODM as the unanimous recommendation of all par- 
ticipating agencies except DOD. These included proposed stand- 
ards to be incorporated as contract provisions in all future leasing 
agreements executed by F Federal agencies. 

Early in June 1957, officials of ODM and DOD reached an agree- 
ment relative to rental rates and the continuation of the end- product 
price offset policy, and the Director of ODM took the first step toward 
effecting uniform leasing practices. On June 19, 1957, he announced 
the establishment of uniform rental rates (DMO Order VII-4, 
amendment No. 2), to be applied by all Government agencies in 
leasing production equipment to private contractors. These rates 
range from 1% percent of acquisition cost per month on new equip- 
ment down to there fourths percent on equipment over 10 years old. 
The announcement stated that the new rates not only apply to periodic 
cash rental payments, but are also to be utilized in computing com- 
pensating offsets in end-product prices when tools are furnished de- 
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fense contractors on a nonrental basis. These rates are slightly 
lower than the former DOD rates, which ranged from 2 percent down 
to 1 percent, and are somewhat higher than the previous rates charged 
by GSA. In announcing the revised rates, the Director of ODM 
stated that the major purpose of the amended policy is to assure that 
lessees of Government-owned equipment will not have a competitive 
advantage over contractors who own their tools. 

It was ODM’s contention that each military contract should include 
a statement of the monthly dollar amount of rent to be paid for Gov- 
ernment-furnished tools whether such payments were made in cash 
or were compensating offsets against the end-product price paid by 
the Government. Officials of DOD strongly opposed any policy 
making it mandatory that an actual rent: il charge be stated in the 
procurement contract and cited various cases in which they claimed 
it would be impractical if not impossible to conform to such a policy. 
It was pointed out that many prime contractors have several con- 
tracts placed by 1 or more services in which Government-owned tools 
supplied under 1 contract may be required for work to be performed 
under 1 or more of the other contracts. DOD contended that under 
ODM’s proposal each existing contract would have to be amended 
prior to negotiating a new procurement contract with the company. 
They pointed out that this would prove costly in procurement delays 
and would be largely meaningless as far as the apportionment of tool 
‘use time” was concerned, since the military would already be receiv- 
ing compensatory consideration for the equipment under an earlier 
contract. DOD proposed that each contract file carry a record show- 
ing the extent of the consideration accruing to the Government for 
the Government-owned tools used in producing the end item involved 
with appropriate cross reference to each of the other supply contracts. 

During the period of these discussions, ee of your 
committee met with officials of the DOD to discuss the areas of con- 
flict between the agencies and urged that renewed efforts. be made to 
reach a uniform workable solution. There were assurances by the 
DOD representatives that positive steps were being taken to reconcile 
these differences. 

Following a series of conferences with DOD, the Director of ODM 
took the second step on October 1, 1957, tow ard effecting the other 
recommendations made in May be the task group. He “announced 
the establishment of uniform leasing practices {DMO Order VII, 
amendment No. 3), to be followed by all Federal agencies with respect 
to the following contract provisions: Terms of the lease, purchase 
option, renewal option, maintenance, installation charges, transporta- 
tion and removal costs, rebuilding and overhauling costs, and state- 
ment of rental consideration. The statement of rental consideration 
met the objections raised by DOD and provided that: 


For each contract, under which a private contractor is pro- 
vided with Government-owned production equipment, a state- 
ment shall be included in the contract or the contract file, 
as appropriate, specifying the periodic dollar amount of rent 
to be paid, whether such payments are made in cash or are 
offset or credited against payments made to the contractor 
by the Government for end products produced for Govern- 
ment account. 

98432—58——8 
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The task group made one additional recommendation which the 
Director of ODM noted can be effected only through legislation. 
This recommendation called for the establishment within each : agency 
of a fund to finance the equipment replacement and modernization 
costs of machine tools out of the rentals paid to the Government by 
contractors. A bill proposing this measure is now pending before the 
Senate Committee on Armed Services. 

With uniform leasing practices established, your committee urges 
that each leasing agency take the necessary steps to assure that con- 
tracting officers follow the standard pr ocedures and see that the full 
compensation is obtained, either in cash rental or end price offset for 
Government-owned tools furnished, or used in the performance of 
each defense contract negotiated. It is the further recommendation 
of your committee that the General Accounting Office review such 
procurement contracts from time to time to determine (1) that no 
undue competitive advantage has been conferred on one contractor 
over another, (2) that the Government has received proper considera- 
tion for the use of the tools, and (3) that a statement has been included 
in the contract or the contract file specifying the periodic amount 
of rental to be paid, either in cash, or the basis on which the end-item 
price has been adjusted. 


RESERVE TOOL REPLACEMENT PROGRAM 


The Department of Defense has had several programs in the past 
which were designed toward the procurement of long-lead-time tools 
and the replacement and maintenance of existing tools in departmental 
inventories. As indicated in previous annual reports, these programs 
have been largely ineffective. Even though DOD requested and the 
Congress appropriated a total of $450 million, specifically earmarked 
for the purchase of tools in fiscal years 1954 through 1956, only $15.4 
million of this amount was actually obligated—$14.3 million by the 
Navy and $1.1 million by the Army. 

In announcing its latest policy revision on September 21, 1956, 
(directive No. 4215.2), DOD stated that effective with the preparation 
of the fiscal year 1958 budget estimates, provision would be made for 
the services to include an annual request, approximately 2 to 5 percent 
of the acquisition cost of the machine tools in inventory, to provide 
needed replacements. It was stated that the funds would be specifi- 
eally identified and would be utilized only for the replacement of tools 
currently in use. The directive further stated its purpose is to insure 
that an active replacement program is pursued by each of the armed 
services leading to the development of a uniform DOD replacement 
program. Under this program, the Air Force included $30 million 
in its 1958 budget request and the Navy $16.3 million toward the 
needed replacement of obsolete tools. The Army failed to include any 
specific request for replacement funds in its original budget even 
though it accounts for one-third of the total tools owned by the armed 
services, 

GOVERNMENT INVENTORY OF TOOLS 


As of September 15, 1957, the Department of Defense estimated 
that the machine tools owned by the 3 armed services totaled approxi- 
mately 300,000 tools with an estimated acquisition cost of over $8 
billion. To this total must be added another 30,200 tools owned by 
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. Atomic Energy Commission; Maritime Administration; Health, 

Education, and Welfare Department, and General Services ‘Adminis- . 
tration. This combined total of Government-owned tools is reported 
to represent about 15 percent of all the tools currently available in 
the United States for production purposes. To date over 293,000 
of the estimated 300,000 tools ow eel by the armed services have been 

cataloged and recorded in the DOD central inventory. According 
to the latest figures (late 1956) the total DOD inventory of 293,000 is 
fairly evenly divided among the 3 services and over 208,000 of this 

total is reported to be in use in Government and private facilities. As 
of September 1, 1957, DOD reports the services are holding a total 
of 83,000 tools in idle inv entory as package units, standby lines, or 
unassigned reserves. A table showing the distribution of all Gov- 
ernment-owned tools has been included in the ODM report in the 
appendix. 

On the basis of the new strategic concept and for economic con- 
sideration, DOD is reviewing its future military programs to deter- 
mine what portion of its idle reserve, of about 42,000 unassigned tools, 
will be required for specific production programs in case of an 
emergency. Under the present concept idle tools currently in storage 
and not assigned to a definite procurement program will be classified 
as surplus and consideration given as to their ultimate disposition. 
In this connection DOD should take proper safeguards to insure 
against the possible repetition of the critical delays which occurred 
in World War 11 and again during the Korean crisis, when machine- 
tool shortages proved to be the No. 1 bottleneck for nearly 2 years 
in the production of vitally needed military items. 


Tax AMORTIZATION 


The tax amortization statute, now section 168 (e) of the Internal 
Revenue Code, was enacted September 23, 1950, during the Korean 
conflict. It provides rapid depreciation of the percentage allowed by 
the certifying authority of the cost of facilities over the first 60 months 
of operation. Pertinent language of the law is as follows: 


There shall be included only so much of the amount of the 
adjusted basis of such facility (computed without regard to 
this section) as is properly attributable to such construction, 
reconstruction, erection, installation, or acquisition after De- 
cember 31, 1949, as the certifying authority, designated by 
the President by Executive order, has certified as necessary 
to the interest of national defense during the emergency 
period, and only such portion of such amount as such author- 
ity has certified as attributable to defense purposes. 


During World War II, in addition to the direct outlay of an 
estimated $18.1 billion by the Federal Government for war plants, tax 
amortization was allowed generally on a 100 percent of cost basis. 
Under that program approximately $7.3 billion was certified. By 
comparison, apart from the war-plant outlay, this is 19 percent of 
the approximately $38.2 billion certified through May 1957 under the 
current program. 

The essence of tax amortization as enacted is the encouragement of 
the construction of defense production facilities by the outlay of pri- 
vate capital. Assuming a usefulness of the facility after the 5-year 
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emergency or rapid depreciation period, the Government receives in- 
creased taxes after the fifth year due to the reduced depreciation base 
as spread over the remaining depreciation period. This offsets a 
major portion of the loss in revenue to the Government during the 
first 5 years, but the interest cost to the Government remains an item 
of consideration which must be weighed against the usefulness of the 
program to accomplish defense production or mobilization needs. 

Both Secretary of the Treasury Humphrey and the Joint Committee 
on Internal Revenue have estim: ited the interest cost of the current 
program to be approximately $3 billion. The estimates of the Joint 
Committee on Internal Revenue were based on certificates granted 
for facilities with an estimated cost in excess of $38 billion, of which 
more than $22 billion has been made eligible for rapid amortization, 
with interest costs projected to the year 1976. 

The loss in revenue to the Government is accentuated when rapid 
amortization is applied against a high tax rate and further accentu- 
ated if the rate is lowered in the remaining years of collections. Dur- 
ing World War II the loss was quite noticeable and perhaps benefited 
a select class of taxpayers when 100 percent depreciation could be 
applied to the excess-profits tax. Under the current program rapid 
amortization could be applied against the excess-profits tax from 1950 
to 1953. If the corporation tax rate goes down as scheduled in June 
1958 from 52 to 47 percent, there will be an additional loss. It has 
been estimated that these additional absolute losses will be approxi- 
mately $450 million. 

It must be considered, however, when figuring ultimate costs to the 
Government, that apart from emergency rapid amortization, the In- 
ternal Revenue Code provides normal and alternative methods of 
depreciation such as the declining balance provision of section 167, 
and in section 611 it also provides ‘for depletion for mines and oil and 
gas wells. The principal incentives provided by rapid ‘amortization 
for the investment of additional private capital are the definite assur- 
ance of deferred taxes for 5 years on the percentage attributed to 
defense purposes by the Office of Defense Mobilization and the helpful 
effect of the certificate in negotiating loans for the cost of construction. 

This committee has recognized the advantages of tax amortization 
as a means of expanding defense production and increasing the avail- 
ability of critical and “strategic materials needed for defense pur- 
poses. The question has been Taised, however, as to whether the pro- 
gram has expanded beyond the limits of national defense in certain 
instances to supply civ ilian demands. The use of tax amortization on a 
selective basis in such instances could create dislocations and unfair 
competitive advantages among whole industries as well as among 
companies within an industr y. 

Tax amortization was added to an excise tax bill (H. R. 8920, 81st 
Cong.) by the Finance Committee of the Senate. The Defense Pro- 
duction Act, designed to stimulate the mobilization effort, was enacted 
at approxim: ately the same time and was reported through the Bank- 
ing and Currency Committees of the Senate and House. In reporting 
the bill establishing the Defense Production Act, the Banking and 
Currency C ommittee of the Senate recommended tax incentives. Con- 
gress obviously felt that added tax incentives for more production 
facilities would contribute to the mobilization effort. 

In reporting the bill, the Finance Committee stated that the Korean 
conflict demanded increased revenues and “made it necessary to con- 
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vert the excise tax reduction bill passed by the House in June of this 
year into a bill to raise revenues.” The committee also stated that 
“Section 218 of the bill provided for the amortization over a period 
of 60 months of favilities certified as essential because of the present 
emergency.” 

The language of the report No. 2375 of the Senate Finance Com- 
mittee, dated August 8, 1950, indicates an intent to apply tax amortiza- 
tion to the “present emergency.” At that time the emergency referred 
to in the committee report was the Korean conflict. Technically speak- 
ing, the emergency declared by the President in the Korean conflict is 
still in effect. The Defense Production Act stated that it was the 
policy of the United States “to oppose acts of aggression and to pro- 
mote peace by insuring respect for world law” and that “the task re- 
quires diversion of ¢ ertain materials and facilties from civilian use to 
military and related purposes. It requires expansion of productive 
facilities beyond the levels needed to meet civilian demand.” The 
1953 amendments deleted the reference to “world law” and simply 
stated that expansion of productive facilities was required beyond the 
levels needed for civilian demand “in view of the present international 
situation.” The 1955 amendments retained this language and added 
that increased productive capacity and supply were needed “in order 
to reduce the time required for full mobilization in the event of an 
attack on the United States.” 

Executive order of the President numbered 10172, dated October 12, 
1950, which placed the tax-amortization program in effect, required 
the certifying authority, the Chairman of the National Security Re- 
sources Board, “to utilize departments and agencies of the Government 
according to their respective assigned responsibilities pursuant to the 
Defense Production Act.” 

The first report of this committee in 1951 pointed out that the 
Internal Revenue Code contained no definition of “national defense” 
and that the definition contained in section 702 (d) of the Defense 
Production Act had been relied upon by the Defense Production Ad- 
ministration in administering the tax amortization program. That 
section then provided as follows: 


The term “national defense” means the operations and ac- 
tivities of the Armed Forces, the Atomic Energy Commis- 
sion, or any other Government department or agency directly 
or indirectly and substantially concerned with the national 
defense, or operations or activities in connection with the 
Mutual Defense Assistance Act of 1949, as amended. 


The definition of “national defense” was narrowed by the 1953 
amendments to the Defense Production Act as follows: 


The term “national defense” means programs for military 
and atomic energy production or construction, military as- 
sistance to any foreign nation, stockpiling and directly 
related activity. 

The development of the tax amortization program, cumulative and 
quarterly, and the distribution by industry groups, are shown in tables 
1 and 2. Table 2 shows that the three most heavily benefited indus- 
tries are the primary metal industries, the railroads, and the utilities. 
Certificates covering very substantial investments were also granted 
the petroleum industry, the chemical, and the mining industry. 
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The major portion of the amount listed for utilities and sanitary 
services was certified for electric power. The following chart shows 
the amount of certificates eranted for electric power from 1951 
through May 1, 1957: : 


A mortized 

Year Number of Certified (made elizible 
certificate for rapid 

amortization) 





1951 89 820, 740, 000 400, 955, 000 
1952 451 2,4 12 § 1, 181, 550, 000 
1953 ; 126 749 : | 366, 983, 000 
1954 2 39, 945, 000 | 19, 563, 000 
1955 115 1, 429, 260, O00 | 699, 976, 000 
19. 130 1, 063, 917, 000 521, 995, 000 
19 May 1 14 193, 202, 000 100, 100, 000 

lotal 927 6, 708, 968, 000 3, 292, 122, 000 


Certificates totaling $1,068,485 have been granted to commercial 

airlines of which $853,775,000 has been made eligible for rapid amor- 

ization. Railroads received a total of $6,323,094,000 certified and 

$4, 369,529,000 amortized. A large portion of the more than $2 billion 

tified for the mining industry was for iron ore mining wherein 

SI. 995,094, 000 was certified and 73 percent, or $891,544,000, made 
eligible for fast writeoffs. 

In the field of pipeline transportation, certificates for natural gas 
transmission lines were foremost with $700,853,000 certified but only 
25 percent, or $174,756,000, made eligible for rapid amortization. 

This committee in 1953, in Progress Report No. 25, Review of Tax 
Amortization Program, listed expansion goals established through 
March 26, 1953. The latest goal then listed was goal No. 206, labora- 
tories (now laboratories, research and development [defense]). 
The t irget date or the date on which the supply or capacity required 
by the goal was originally scheduled to be reached was listed at that 
time as January 1,1956. This is 1 of the 2 goals which ODM kept open 
on an open-end basis. 
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A list of all goals established since goal 206 (all but 6 of which 
have been established since the armistice in Korea) is as follows: 


TABLE 3 


. | 2 
Goal Product or service Amount of goal | Date issued 








No. | | (maximum) 
|- — - peated | ase 
207 | Alkylate a a i Ne a | 55,000 barrels per day Lis wal Sept. 29, 1955 
208 | Sensitive electrical switches __- eke $3,600,000_..___- -| Apr. 21, 1953 
209 | Military canvas reclamation facilities_-. | 5,000,000 linear y ards. | May 12, 1953 
a | 385,000,000 cubic feet - Do. 


212 | Heavy steel plates_ __ 600,000 tons_ July 11, 1953 
213 | Not issued 


211 | Wide flange str uctrual shapes 3 cae 2,850,000 tons_____- 5 ee | June 22, 1953 
| 
| 
| 


214 | Grain oriented steel sheets. | 250,000 tons_._- | Mar. 5, 1954 
215 | Titanium melting facilities _| 37,500 short tons (interim goal) - | Feb. 5, 1954 
216 | Motor truck terminal and repair facilities_.._ Open-end (revised to include | July 16, 1954 
facilities on which construction | 
will begin on or before Dec. 31, 
1955). 
217 | Warehousing and storage facilities. ......._.. do Se ee | Jan. 14, 1955 
218 | Inland waterway terminal facilities........-.-| ..do Gi tplin wae tesla oedt Do. 
219 | Port favilitées................. ak oe ee | Do. 
220 | Airport facilities. _ tog chilies cp ster ties oe Same as above exce pt ‘Dee. 31, -1954.| Feb. 5, 1954 
221 | Railroad passenger cars... .....----| 1,250 cars (interim). Revised to 
include facilities on which con-|} Apr. 23, 1954 


struction will begin on or before{| Jan. 14, 1955 
Dee. 31, 1955, 
222 | Aluminum forging facilities _- its Waumiabeacmes 504,150,000 pounds (closed Nov. | June 2, 1954 





26, 1956). 
223 | Titanium processing facilities. - . 37,500 short tons (interim) ___ ._| Aug: 6, 1954 
224 | Production facilities for military and atomic | Open-end-- ; .| Mar. 21, 1957 
| _ energy procurement. 
225 | Production facilities for military, atomic do is .--| Mar. 17, 1955 
energy and defense related needs. 
226 | Oil and gas pipelines and petroleum storage .do . ae oceania IN ay ee 
facilities. 
227 | Roll-on-roil-off ships. - - -- Laine 25. us .----| Oct. 13, 1955 
228 | Substitutes for strategic natural mica_-- 2,000,000 pounds - = Sicautonuiast |} Jan. 12,1956 
22 Liquid oxygen and liquid nitrogen for defe nse | 4,000,000,000 cubic feet _...........| Feb. 18, 1957 
use, 





During the quarter ending March 31, 1957, 160 applications were 
certified with an estimated cost of $644,549,000, of which 51 percent, 
or $328,211,000, was amortized. Approximately half, or $320 mil- 
lion, of the amount certified was for oceangoing tankers. During the 
same period 270 applications were denied in the sum of $4,756,403,000. 
Approximately $2.5 billion of the amount denied was for steel expan- 
sions pursuant to the decision reached during the last quarter of 1956, 
and $1.5 billion was denied for commercial aircraft. For the second 
quarter of 1957 certifications as of June 26 had reached approximately 
$749 million, which was more than any quarter since the second quarter 
of 1956. Table 4 illustrates by graphical comparison the variance 
in certifications. 


pox 
_ 
— 


NATIONAL DEFENSE PRODUCTION 





€ ¢ Y oe. ! 





*SyuawesINbas UOISS 1wWO-) i 
ABsauz D1woyy puo asuajaq jo juowyodeg _ 4 
oj Ajvowtsd uorjoziysowo x04 Buijd14jSe1 a 


quaweyoys AD110d WGO - 9S6L ‘9Z 42qwereq 


( "Ad1j0d Aaysnpui jo 
(uorssadsip) 6L- 1 OWG - 9S6L ‘LL A20>U9F 


( "S3yois peu ays uo 420440 o 
uo jo {UBAB Bys UI uorjozijiqow Hi" 404 
pesinbas awiy aus aonpes 04) Sjuawpuswy e 


jDy UOIJDNposy ssUus%jaQ SCG] 6 ISNENY 


- {—— 


“@214Sws@ UOs0y - £56l ‘92 AIT @ 
( ;, @suayeg jouclioN ,, 4 
jO UOIJIUIJ@P pasiwi) B10W) SyUeWPUswY “t 


j2y UOIJDNpOsY aSUejeG £56] ‘OE UNS 


SY3ZLUYNOD AG 
| 
ial lpn 1 : ; Seda 9 
L561 ‘92 eune yBnosys su0ri|'g 
0S6L ‘OE 4299420 * paipigses) gunowy jojo) 


NOILVZILYOWV XVL yp e190) 





oe 


118 NATIONAL DEFENSE PRODUCTION 


The drop from the peak reached in 1952 was due in part to capacities 
reached or planned in the steel and chemical programs. ‘The armis- 
tice in Korea and a more limited definition of “national defense” in 
the Defense Production Act came at approximately the same time 
in 1953. The latter eliminated the operations and : ctivities of othe 
Government t departments or agencies directly or snilivectly CONE ana 
with the national defense except those of the Armed Forces and the 
Atomic Energy Commission and added stockpiling and directly re 
lated activity. Since Korea the excess profits tax has been terminated 
but tax amortization, formerly section 124A of the Internal Revenue 
Code, was carried over and made section 168 of the Internal Revenue 
Code of L954, 

The continuation of certifications was on a diminished scale through 
mid-1955, but there was a sharp rise in the last quarter of 1955 which 
continued until the middle of 1956. This rise was apparently the re- 
sult of a decision which permitted certification of many app ications 
of doubtful defense justification and which represented projects that 
might have been constructed irrespective of tax amc eee to meet 
the needs of a rapidly developing civilian economy. The Office of 
Defense Mobilization has explained the sudden increase ge 1955 as 
an attempt to clean up and close a number of expansion programs in- 


cluding railroads, commercial aircraft, and electric power. How- 
ever, on September 29, 1955, while closing 27 expansion ape ODM 
left open 33 goals with 1 goal suspended. Of this total, 21 related to 


production facilities, 7 to materials, 4 to transportation pipe meri 
freight cars and commercial aircraft) and 1 to research laboratories. 
During the ensuing 12 months’ period the following certificates were 


granted: 


NATIONAL DEFENSE PRODUCTION 
TABLE 5 

Goal number and title 
55. Electric power__..._----- nisi cma i is ancl tips ag bi eal a 
GS8.. Ratiroad Treight cars... ca ae Oh, ET, Cele OC 
135. Railroad terminal and road facilities____ $2,585, 000 
Le. TOR! TOCOMOTIT Oi os cr Bs Dae 164, 615, 000 
221; Railroad passenger Cart. .2.....ccn seu nn 31, 107, 000 
Total railroads__- onde ciaouaslinvecas ween eae ont cae 
65. Domestic petroleum facilities ab ad ath regatertaShoeorica hd hts: sharagett 
148. Commercial aircraft........._-__ (tema age 
224. Production facilities for military and AEC procurement__ 
Sot. MOLLONR, TORE Bie. Ue ti ced ee eee 
206. Research and development___._.___._-_-____ eRe cies 
225. Power facilities for military, AEC, and defense- re 1; ated 
needs ene eu - uuica on dd iin tei etdstittainclay ee atin less a 
41, SERS SRCUINUN co none eee a eR ee — a 
27. Tankers, oceangoing en ieee as oie 
214. Grain oriented steel sheets__- aaa les 2 ae tee 
207. Alkylate a e Eine edueer ete ke a eee 
212. Heavy steel plates_- hedonic chi decker tie ates a a Rnd Bod Ao beac e 
130. Electrolytic tinplate ers tree y Saati 
215. Titanium melting facilities__._....-___- ae eheiicteeted 
CORES: IIE Se a ce ee diab tea 
IS1. Steel castings ‘ elaine ak ae Fete eee eee ee 
98. Inland waterway vessels___.__-___- Eanes sb tdeb asta 
OG. Copper ees eplstolse~t Se Gece’ _ did bs 
152. Iron ore_- =a ‘ a ee sak 
219. Port facilities = sind Saisie ee ee ees 
22. Zine .. wad Sal le ik cls eh an ia ae 
225. Titanium processing facilities__- as ‘cath oxvateninata coe 
216. Motortruck terminal and repair facilities____...._..____~_ 
222. Aldminum-forgiie factitties 22.23 nn 
176. Scientific instruments____-_ bees einige Sa 


26. Oil and gas pipelines and petroleum stor: ige facilities for 


91. 
217%. 
17 


~jI +] 


96. 


74. 


99 


163. 
220. 


specific defense needs__________-_ 
Steam boilers ae : 
Bomb shelters_______- eet oe oS 
Welded aluminum tubing_.-----.---__________- 
Warehousing and storage facilities__._______- 
Aluminum sheet and plate ; 
Lumber and wood products (debarking and chipping fa- 

i a a 
Steam turbines a 
Substitutes for strategic 
Rutile - 
Airport 


natural mica........... 


Page... woe 


Total ie a 


119 


Amount 


$1, 764, 134, 000 


1, 465, 874, 000 
751, 434, 000 
543, 003, 000 
299, 439, 000 
131, 100, 000 
120, 834, 000 


117, 747, 000 
100, 459, 000 
73, 400, 000 
60, 540, 000 
57, 484, 000 
24, 223, 000 
22, 000, 000 
15, 190, 000 
138, 057, 000 
12, 932, 000 
12, 450, 000 
11, 890, 000 
10, 243, 000 
6, 916, 000 
5, 500, 000 
5, O90, COO 
4, 801, 000 
4, 490, 000 
4, 252, 000 


3, 918, 000 
3, 545, 000 
1, 199, 000 
890, 000 
743, 000 
545, 000 


539, 000 
259, 090 
231, 000 
163, 000 
60, 000 


5, 640, 574, 000 
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It may be pertinent to observe that the Defense Production Act was 
amended on August 8, 1955, to state that the national defense required 
expansion of production capacity beyond civilian demands “in order 
to reduce the time required for ‘full mobilization in the event of an 
attack on the United States.” The action taken by ODM on Sep- 
tember 29, 1955, was accompanied by a policy st: itement (DMO III-1, 
Supplement 1) with respect to expansion goals. This st 1tement 
referred to military and war supporting requirements and also stated 
as follows: 


Civilian requirements will be set at the levels necessary to 
enable the civilian economy to provide adequate support. for 
the mobilization program, including reestablishment of mini- 
mum essential services during the first 6 months following an 
attack. 


The statement contained language to the effect that expansion goals 
would be stated quantitatively in terms of capacity required as related 
to needed increases over a base period. It also stated that where no 
appreciable progress was evidenced in reaching a goal it would be 
closed for tax-amortization purposes and consideration would be given 
to the possibility of developing other programs designed to meet essen- 
tial defense needs. Another significant part of the statement was as 
follows: 


In certain cases, notably those where imported materials 
normally provide a significant portion of United States re- 
quirements, stockpiling may be a preferable method of meet- 
ing wartime needs. Consequently, where the minimum stock- 
pile objective is not likely to be completed under current 
conditions within a period of time consistent with the na- 
tional security, then the responsible delegate agency shall 
recommend establishment of an expansion goal of sufficient 
size to permit completion of the minimum stockpile objective 
from domestic and/or foreign sources within a reasonable 
period of time. 


The September 29 action by ODM contained a very sweeping fea- 
ture in that 12 goals previously suspended on August 11, 1955, were 
reopened with a provision that all applications filed more than 60 days 
prior to suspension or closing of a goal would be considered. More- 
over, applications filed less than 60 days before the closing date were 
considered if a similar application “filed on the same or a later date 
was certified.” This opened the doors to a large amount of certifica- 
tions. The goals suspended August 11 which were reopened were 
commercial aircraft, aluminum-forging facilities, chemical-grade 
chromite, electric power, freight cars, glycerin, high-voltage switch- 
gear, battery and chemical-grade manganese ore, “petroleum, rutile, 
oceangoing tankers, and transformers. The petroleum-refining goal 
was reopened also and a new goal No. 226 was established for oil ‘and 
gas pipelines and petroleum-storage facilities (defense). With re- 
spect to electric power, the goal had been suspended on December 3, 
1953, at which time $4.2 billion had been certified for a goal (No. 55) 
which called for 117 million kilowatts by December 31, 1956. On 
April 15, 1955, it was reopened at 150 million kilowatts by December 
31, 1958. On August 11 it was suspended again, along with other 
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goals, in a general review of the whole program and reopened on Sep- 
tember 29 on the basis that all eligible applications must be filed by 
December 31, 1955. Electric-power applications were certified in the 
amount of $1.4 million in 1955 and $1.06 billion in 1956. Applications 
totaling $1,061,515,000 were denied during the period February 15, 
1955, through October 31, 1956, because the plant sites did not comply 
with national dispersion criteria. 

When both the steel industry and commercial airlines sought fur- 
ther tax amortization in 1956, a decision was reached to deny these 
requests, and the following statement was issued on December 26: 


In view of the fact that a balancing of requirements for 
full mobilization over against the supplies that would be 
available indicates that in general those supplies would meet 
military and defense-supporting requirements and the re- 
quirements of a rockbottom civilian economy, the Office of 
Defense Mobilization will adhere to the following policy in 
connection with the granting of certificates for rapid 
amortization : 

Tax amortization will be granted only to applications di- 
rectly involving procurement of the Department of De- 
fense and the Atomic E nergy Commission or where an ex- 
pression goal has been est: ablished and publicized because of 
a clear showing that, under conditions of full mobilization, 
the military and war -supporting requirements plus the re- 
quirements of a rockbottom civilian economy, would be in 
excess of the supplies available. 


This statement resulted in approximately $2.5 billion in applica 
tions for the steel industry and approximately $1.5 billion for com- 
mercial airlines being denied during the first quarter of 1957. 

On May 28, 1957, Gordon Gray, Director of the Office of Defense 
Mobilization, testified before this committee that the tax-amortiza- 
tion program had been curtailed substantially in line with the needs 
of the Department of Defense and the Atomic Energy Commission. 
At that time 8 goals remained open but 5 were under consideration 
for being closed. On June 28, 1957, four goals were closed; ; namely ; 
nickel, steam turbines, steel castings, and substitutes for strategic 
mica. This left open the following goals: 


No. 224. Production facilities for military atomic energy 
procurement, including oil and gas pipelines and petroleum stor- 
age facilities. 

No. 206. Laboratories, research, and development (Defense). 

No. 229. Liquid oxygen and liquid nitrogen. 

No. 227. Roll-on and roll-off ships. 


Bills were introduced which placed a more limited interpretation on 
the definition of “national defense” than had been applied in the 
administration of the tax-amortization program. In testifying before 
the Senate Finance Committee on May 9, 1957, the Director of the 
Office of Defense Mobilization was asked whether the then present law 
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“is supposed to be confined to defense plants” and he replied as fol- 
lows: 


No, sir; I think the present law is much broader than that. 


The Office of Defense Mobilization requested of the Finance Com- 
mittee of the Senate that further consideration of restricting the 
law include broader definitions than strictly “new defense items,” 
authority regarding facilities for special strategic minerals, metals, or 
gases in short supply, transportation of defense items or components, 
and emergenc y or standby powers of the executive branch in case of 
the need for total mobilization. 

The action taken June 28, 1957, closing 4 more goals appeared to be 
predicated on the basis of narrowing the program to the 2 open-end 
goals (224 and 206) covering immediate require ments of the Defense 
Department and the Atomic Energy Commission. The goal for 
nickel was closed because it called for an annual supply of 440 mil- 
lion pounds by 1961 and the Interior Department estimates indicate 
the supply for the United States by 1961 to be 450 million pounds 
a year. 

The steel-castings goal established in 1952 for an expansion of 
500,000 net tons of capacity had reached 90 percent of capacity in 
facilities underway or planned. The emergency needs for steam tur- 
bines has been reduced since 1952 by technological developments in 
the gas-turbine and diesel-power fields. ODM has also authorized a 
program estimated to cost $70 million for the purchase of equipmen 
for installation on a standby basis in the plants of 8 companies hav- 
ing production capabilities in the field. 

The reasons given for closing the goal for substitutes for strategic 
mica were that such substitutes had not been developed and the pro- 
gram on research can be financed through funds provided by the De- 
fense Production Act. 

At the time of the closing of these goals, there were 5 applications 
pending under them with a total estimated cost of $30,035,000. Ac- 
cording to ODM these applications were subject to rejection where 
the goal was filled, or eligible for consideration to the extent of the un- 
filled portion of the respective goals. Three of these involved steel 
castings, one related to steam turbines, and one, which was subject to 
rejection, pertained to nickel. Table 6 indicates the nature and esti- 
mated cost of other applications pending at that time. 


TABLE 6.—Applications to be processed under open goals as of June 28, 1957 


Number of | Number of Estimated 


Title of goal | applications | goal cost of 
facilities 
—_— - — — ———— — - — _ — 
. : | oe © 
Research and development laboratories for direct defense__._-- 42 206 | $102, 309, 000 
Production facilities for military and AEC procurement 179 224 259, 208, 000 
Liquid oxygen and liquid nitrogen for defense use 26 229 46, 365, 000 
i | Ee ee ee i 407, 882, 000 


There are no applications pending under the open goal for roll-on, 
roll-off ships. 
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Under goals previously closed there are four applications filed 
prior to the closing of the goals, which are as follows: 





Number of Estimated 


Title of goal | applica- | cost of 

tions | facilities 
Oil pipelines ‘ ‘ , ; 1 | $16,366, 000 
Gas pipelines . 1 2, 896, 000 
Oil and gas pipelines and oil storage for military use- 2 234, 000 
SS SESE ff RNASE — 
Total : ‘ . 5 19, 496, 000 


Note.—There are 23 applications pending for facilities having an estimated cost of $119,790,000, that are 
subject to denial or rejection either because no goal had been established or because applications were filed 
after goals were closed. 


Source: ODM, 


Public Law 85-165, 85th Congress, approved August 26, 1957, was 
enacted as recommended by the Finance Committee of the Senate. 

Under the new law certificates may be granted only for facilities 

produce new or specialized defense items or components thereof 
x” to provide research, developmental, or experimental services dur- 
ing the emergency period for the Department of Defense (or one of 
its component departments) or for the Atomic Energy Commission, 
as a part of the national-defense program. New or specialized de- 
fense items are defined in the act as items which are produced or 
will be produced for sale to the Department of Defense or the Atomic 
Energy Commission for use in the national-defense program and for 
the production of which existing productive facilities are unsuitable 
because of their newness or their specialized defense features. The 
term component is defined as an item which is or will be a physical 
part of a new or specialized defense item and for the production of 
which existing productive facilities are unsuitable because of its 
newness or its specialized defense features. 

No certificates may be issued under the new law after December 31, 
1959. The effective date of the new standards for certification was 
August 22,1957. The report of the Finance Committee dated August 
7, 1957 (Rept. No. 836) indicated that the committee felt that ODM 
might require a new application providing additional information for 
applications that had not been acted upon prior to August 22. 

Regulations in line with the new law have hou tentatively pre- 
pared by ODM. 

Com™MItrEe PUBLICATIONS 


The complete list of your committee’s printed reports is as follows: 


*Hoarding and Strategic Materials: Hearing before the Joint Committee on 
Defense Production, December 20, 1950. 

Regulation W—Automotive: Hearing on the effect of regulation W on auto- 
motive sales and financing, December 6, 7, 8, and 11, 1950. 

Progress Report No. 1: Discussion of Defense Production Act, Eric Johnston 
and Michael DiSalle, February 9, 1951. 

Progress Report No. 2: To hear Charles E. Wilson, Director of Defense Mobili- 
zation, February 8, 1951. 

Progress Report No. 8: Wage Stabilization Board and Defense Production Ad- 
ministration, February 13, 1951. 

*Progress Report No. 4: To hear Michael V. DiSalle, Director, Office of Price 
Stabilization, March 2, 1951. 
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Progress Report No. 5: Secretary Charles F. Brannan and Michael V. DiSalle 
on cotton controls, March 8, 1951. 

Progress Report No. 6: Manly Fleischmann, Administrator, NPA, on tax amor- 
tization program, March 19, 1951. 

*Progress Report No. 7: Charles E. Wilson, Director, Office of Defense Mobili- 
zation, on his April 1 report to the President; opinion on Government con- 
tracts by Robert L’Heureux, April 4, 1951. 

Progress Report No. 8: William H. Harrison, Administrator, Defense Produc- 
tion Administration, tax amortization and certificates of necessity, April 12, 
1951. 

*Progress Report No. 9: Witnesses on the meat production and supply situation, 
June 13, 15, 1951. 

Progress Report No. 10: Charles E. Wilson, Director, Office of Defense Mobili- 
zation; Manly Fleischmann, Administrator, Defense Production Administra- 
tion; and Michael V. DiSalle, Director, Office of Price Stabilization, price 
regulations, allocations, and priorities, November 26 and 27, 1951. 

*Progress Report No. 11 (S. Rept. No. 1061): Steel, copper, and aluminum allo- 
cations survey, January 15, 1952. 

Progress Report No. 12: Gordon Dean, Chairman, and others from the Atomic 
Energy Commission, discussion of Savannah River project, November 27, 1951. 

Progress Report No. 13 (S. Rept. No. 1107): Machine tools, January 23, 1952. 

Progress Report No. 14 (S. Rept. No. 13810): World supply, United States pro- 
duction, consumption, imports, and exports of steel, copper, and aluminum, 
and domestic requirements and allocations, March 17, 1952. 

*Progress Report No. 15 (8S. Rept. No. 1062) : Electric power study, January 15, 
1952. 

*Progress Report No. 16: Charles E. Wilson, Director, Office of Defense Mobili- 
zation, and Manly Fleischmann, Administrator, Defense Production Admin- 
istration, on second quarter 1952 allocations, January 9, 1952. 

Progress Report No. 17; Charles Sawyer, Secretary of Commerce; Thomas H. 
MacDonald, Commissioner, Bureau of Public Roads; and Vice Adm. Edwara 
Cochrane, Administrator, Maritime Commission, on second quarter 1952 allo- 
cations, January 15, 1952. 

Progress Report No. 18: Arthur 8. Flemming, Assistant to the Director—Man- 
power, and Rodolfo A. Correa, General Counsel, Office of Defense Mobiliza- 
tion, on procurement in labor-surplus areas, February 6, 1952. 

Progress Report No. 19: Various witnesses on the Canadian aluminum propo- 
sals, May 26 and June 2, 1952. 

Progress Report No. 20 (S. Rept. No. 1987) : Aluminum program, June 30, 1952. 

Progress Report No. 21: Henry H. Fowler, Director, Office of Defense Mobiliza- 
tion, on current and future defense activities, October 1, 1952. 

Progress Report No. 22 (S. Rept. No. 2): A study of consumer commodity 
prices and margin spreads, October 22, 1952. 

Progress Report No. 23: Hearing on price control and OPS activities, Novem- 
ber 19, 1952. 

Progress Report No. 24 (H. Rept. No. 1): Aluminum expansion program and 
competition, January 2, 1953. 

Progress Report No. 25 (S. Rept. No. 154): Review of tax amortization pro- 
gram, April 20, 1953. 

Progress Report No. 26: Hearing, ODM, Munitions Board, and GSA on Defense 
Manpower Policy No. 4, May 4, 1953. 

Progress Report No. 27: Witnesses from Government agencies on proportion of 
Government contracts awarded to small-business concerns, March 8, 1954. 

Progress Report No. 28: Witnesses in the matter of loans to the United States 
Tin Corp. under the Defense Production Act, July 7, 8, 9, 12, 13, 14, 20, 21, 23, 
26, 28, and 29, 1954. 

Progress Report No. 29 (H. Rept. No. 2): United States Tin Corp. loans. 

Progress Report No. 30: Dr. Arthur S. Flemming, Director, Office of Defense 
Mobilization, on progress of defense mobilization program, April 15, 1955. 

Progress Report No. 31: To hear witnesses on the activities of the Interior 
Department under the Defense Production Act, June 9, 1955. 

Progress Report No. 32: To hear witnesses on Defense Production Act contracts 
entered into by the Defense Materials Procurement Agency, July 6, 14, 27, 1955. 

Progress Report No. 33: To hear Edmund F. Mansure, Administrator, General 
Services Administration, August 3, 1955. 


*Supply exhausted ; no longer available. 
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Progress Report No. 34: To hear Dr. Arthur S. Flemming, Director of the Office 
of Defense Mobilization, on defense mobilization programs, April 11, 1956. 

Progress Report No. 35: To hear True D. Morse, Under Secretary of Agriculture, 
and Spencer S. Shannon, Director of the Office of Minerals Mobilization, De- 
partment of the Interior, on defense mobilization programs, April 16, 1956. 

Progress Report No. 36: Study of supply and distribution of nickel, January 8, 
1957. 

Progress Report No. 37: Supplementary report to study of supply and distribu- 
tion of nickel by the Secretary of Commerce, February 21, 1957. 

Progress Report No. 38: To hear Franklin G. Floete, Administrator of the Gen- 
eral Services Administration, on the activities of GSA under the Defense Pro- 
duction Act, May 21, 1957. 

Progress Report No. 39: To hear the Director of the Office of Defense Mobiliza- 
tion and the Administrator of GSA on activities under the Defense Production 
Act, including loans and guaranteed loans, May 28, 1957. 

Progress Report No. 40: Report on reducing our vulnerability to attack, June 4, 
1957. 

Progress Report No. 41: To hear the Director of the Office of Defense Mobiliza- 
tion and the Adininistrator of GSA on activities under the Defense Production 
Act, including aluminum contracts and tax amortization, July 30, 1957. 

*First Annual Report of the Activities of the Joint Committee on Defense Pro- 
duction, 1951. 

*Second Annual Report of the Activities of the Joint Committee on Defense 
Production, 1952. 

Third Annual Report of the Activities of the Joint Committee on Defense Pro- 
duction, 19538. 

*Fourth Annual Report of the Activities of the Joint Committee on Defense 
Production, 1954. 

Fifth Annual Report of the Activities of the Joint Committee on Defense Pro- 
duction, 1955. 

Sixth Annual Report of the Activities of the Joint Committee on Defense Pro- 
duction, 1956. 


Activities OF DEPARTMENTS AND AGENCIES Havine Funcrions UnpER 
THE Derense Propuction Act 


All Federal departments and agencies performing functions under 
the Defense Production Act, as maa were requested to submit 
reports of their activities during the past year for inclusion in this 
report. These have been included in the appendix. 

Also included in the appendix are the Defense Production Act of 
1950, as amended, and Executive orders issued under authority of 
the act. 





*Supply exhausted ; no longer available. 









APPENDIX 


OFFICE OF DEFENSE MOBILIZATION 


EXECUTIVE OFFICE OF THE PRESIDENT, 
OFFICE OF DEFENSE MOBILIZATION, 
Washington, D. C., October 2, 1957. 
The honorable the CHAIRMAN, 
Jvint Comniittee on Defense Production, 
Washington, D.C. 
(Attention: Mr. Harold J. Warren, clerk and counsel.) 


Dear Mr. CHAIRMAN: It gives me pleasure to submit herewith the annual 
report of the Office of Defense Mobilization to the Joint Committee on Defense 
Production. 

Sincerely yours, 
GorpDON Gray, Director. 

Enclosure. 

INTRODUCTION 


The present Office of Defense Mobilization was established on June 12, 1953, 
in the Executive Office of the President, by Reorganization Plan No. 3. Trans- 
ferred to the new ODM were all of the mobilization-planning functions of the 
National Security Resources Board authorized by the National Security Act of 
1947; the stockpiling functions formerly exercised by the Munitions Board of 
the Department of Defense; and the responsibilities assigned to the former 
ODM, including those carried out by the Defense Production Administration 
under the Defense Production Act of 1950, as amended. 

ODM’s mission is largely one of coordinating mobilization readiness activi- 
ties. Operational functions directly related to the normal functions of other 
Government agencies are carried out by such agencies. This has enabled ODM 
to remain a small staff agency, with a full-time staff of a little over 200 people. 


I. MOBILIZATION READINESS 


The Government works toward mobilization readiness by developing plans to 
meet various possible emergency conditions, including attack on the continental 
United States; creating administrative mechanisms which can effectively carry 
out such plans; assuring continuity of key functions in the event of attack; 
and finally, testing the plans, mechanisms, and relocation sites to assure that 
they are effective and ready. 


PLANNING FOR FULL MOBILIZATION 


Planning for mobilization of the United States has been governed by two basic 
facts: The first is that international tensions today make it impossible to forecast 
the location and magnitude of potential conflict ; and the second is that nuclear 
and technological developments continually introduce new dimensions and new 
timing requirements for the defense of the United States. As a result, mobili- 
zation planning can never be static or put on a shelf. It must be, and is, under 
constant review. 

ODM has concentrated on two mobilization readiness plans. The first assumes 
general mobilization without an attack on the continental United States but 
with an increased threat of attack. The second assumes massive nuclear attack 
on the United States, its Territories, possessions, and bases overseas, and on 
it allies. 

These plans deal with the relative urgency of missions to be performed under 
emergency conditions, and with the mobilization and utilization of all of our 
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significant resources, such as manpower, food, housing, telecommunications, trans- 
port, power and fuel, and materials and productive facilities in support of those 
missions. Designed to coordinate the resource mobilization actions with military 
and civil-defense planning, these plans involve both substantive actions and the 
organization required to put these actions into effect. Recognizing that a war 
program would impose vastly different requirements on the Federal Government 
than do peacetime programs, ODM is working out details of wartime organiza- 
tion, including staffing and budgetary requirements, in cooperation with the agen- 
cies most closely related to the functions to be performed. 

As a result of Operation Alert, 1957, and as the specifics of operating plans have 
been developed, it has become increasingly clear that previous plans affecting 
the field relationships of key mobilization agencies need revision to provide sin- 
gle, integrated direction of Federal activities in each area. This revision would 
be required under the situation that would result from an attack upon the United 
States. 

ODM is also concerned with the practical problem of utilizing the broad police 
powers of State and local governments in dealing with a post-attack situation, 
while at the same time making available the resource mobilization authorities, 
manpower, materiel, and services of the Federal Government at the points of 
need. 

Increasing recognition of the lethal effects of radiation following a bombing 
attack has, of course, required an intensive reexamination not only of the planned 
actions and the organization to implement them, but also of current Federal 
policies governing dispersal, and the protection of facilities and people from the 
hazards of residual radiation. 


CONTINUITY OF GOVERN MENT 


ODM’s program to assure Government continuity in the event of attack involves 
a determination of essential wartime functions, measures to assure the main- 
tenance of executive direction, and the emergency or permanent relocation of 
certain of those essential functions. 


Determination of essential wartime functions 

In planning for continuity of Government, existing agency functions have been 
surveyed to determine which would be essential in the event of enemy attack. 
These surveys have been made by the individual agencies, assisted by ODM, on 
the basis of uniform criteria supplied by ODM. Forty-five agencies have com- 
pleted their initial determinations. During the coming year the remaining agen- 
cies are expected to make their initial determinations of essential wartime func- 
tions. ODM will also sponsor a review and updating of existing determinations. 
Maintenance of executive direction 

Continuity of Government requires provision for maintenance of the command 
functions at all levels. Immediate steps needed vary with different agencies and 
departments, but they include naming successors to key officials, preferably 
located in areas with a higher probability of survival; encouraging the successors 
to help in program formulation; delegating adequate program authority to 
regional and field offices ; and delegating management authority in personnel, pro- 
curement, property management, communications, field reproductions, and ac- 
counting and disbursements. The purpose is to enable field officials to carry out 
the program decisions which they must make under emergency conditions. 

The Government agencies have been made responsible for taking necessary 
steps to assure maintenance of executive direction, with ODM providing guidance 
and followup. There has been a steady improvement in the program. The chief 
deficiency pertains to the indoctrination of personnel in program formulation. 


Emergency relocation 


The location of facilities for performing essential wartime functions outside 
of areas most likely to be attacked is another element of the program for pro- 
viding greater assurance of continuity of Government in the event of attack. 
Where feasible, and particularly when new facilities are to be built in any event, 
ODM has encouraged permanent relocation of critical agency facilities outside 
of major target areas. For most agencies, however, emergency relocation has 
proven to be the most feasible means of providing “bomb insurance.” 

The key agencies have established emergency sites at relatively safe locations 
accessible from Washington, D. C., and from certain other major cities with heavy 
concentrations of Federal employees, to assure continued execution of essential 
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Government operations with a minimum of disturbance. To date, 90 emergency 
relocation sites have been established for Central Government operations, and 
some 300 such sites for regional and field activities. 

In order to provide operational readiness of the emergency relocation sites, 
the sites at the national level now have minimum communications capabilities 
to connect them with each other and with their field offices. Agencies have been 
requested to keep some personnel on duty during normal working hours at their 
relocation sites. Thirty agencies now do so. In addition, to service the head- 
quarters sites, an emergency motor transportation plan has been developed by 
the General Services Administration, a mail and messenger service plan, by the 
Post Office Department, and an emergency air service plan, by the Department 
of Defense. GSA is evaluating normal administrative support requirements for 
each of the agencies. 

Although the relocation sites are relatively safe from blast and thermal effects 
of attack due to their distance from likely target areas, they are vulnerable to 
fallout. A group of experts, after studying the problem, has developed a manual 
which defines the nature of the radioactive fallout hazard and provides a tech- 
nique for estimating the shielding potential of a variety of emergency relocation 
structures. The manual contains recommendations for adapting such structures 
to continuous occupancy during a period of high radiation from fallout. 


REGIONAL COORDINATION 


The ever-increasing power of an assumed attack against which we must be 
prepared to operate, has emphasized the necessity of developing far greater 
self-sufficiency at the regional, State, and local levels. The role of regional coor- 
dination, which in the World War II and Korean periods was essentially to as- 
sist central management, now takes on new significance. Regional coordination 
must provide not only for a continuity of field functions, but also for the direction 
of the total wartime effort in the regions in the event central direction should be 
cut off or become ineffective. 

The 10 established regional mobilization committees, comprising regional rep- 
resentatives of 17 agencies, met regularly during 1957 under the guidance and 
direction of acting regional mobilization coordinators appointed by ODM. Rep- 
resentatives of other agencies and outside groups also participated in committee 
deliberations, as agenda items related to their interests. The military depart- 
ments, formerly represented only by observers, now have active membership on 
the regional mobilization committees. 

The Central Coordinating Committee has been reconstituted as the Central 
Committee on Regional Mobilization under ODM chairmanship. 


Regional relocation 


One of the first phases of regional coordination has been to promote continuity 
of Government measures in the regions. In this connection, each regional mobili- 
zation committee set up a relocation subcommittee. These subgroups have coordi- 
nated the efforts of the agencies in selecting and establishing field relocation 
sites. Approximately 300 field sites have been established, and practically 100 
percent of the Federal activities in the regional mobilization committee head- 
quarters cities now have some relocation capability. Programs in support of 
field relocation, such as indispensable records and family care, have been initi- 
ated by the committees. They have helped develop the registration plan of the 
Civil Service Commission for the control and utilization of Federal employees 
after an attack. 

The General Services Administration is responsible for technical leadership 
in providing emergency communications capability to Government operations in 
the field, and is equipping the regional mobilization committee relocation sites 
with standby communications facilities. 


Regional operations 


Preparatory to Operation Alert, 1957, the regional committees were, for the 
first time, provided data on mobilization and emergency agency organization 
plans and programs. With that information the committees began to study their 
role in emergency mobilization activities and to adapt their structure to emer- 
gency operations and staffing. Some experience has been gained in utilizing 
executive reservists and in guiding and assisting emergency agencies to formu- 
late and conduct their emergency field activities. This application of ODM 
plans and programs at the regional level has led to clarification of the responsi- 
bilities and authorities which must be delegated. 
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Experience in Operation Alert, 1957, proved the urgency of having in the field 
an understanding of postattack problems and plans, and a means of taking the 
necessary coordinated actions. Regional coordination planning is now being pro- 
jected to achieve closer integration with other ODM planning and to develop 
further the regional mechanisms consistent with the objectives of ODM in pro- 
viding leadership, direction, and coordination of the Nation’s defense mobiliza- 
tion activities. 

EXECUTIVE RESERVE 


The National Defense Executive Reserve, established pursuant to the 1955 
amendments to the Defense Production Act, has grown to 836 members, as 
follows: 


Reservists | Reservists in 
Department or agency designated process of 
| designation 


Office of Defense Mobilization . 95 6 
Department of Commerce (except BDSA) 30 | 153 
Department of Commerce, BDSA be 502 | 30 
U. 8. Information Agency 69 
Small Business Administration 15 
Interstate Commerce Commission 32 39 | 
Department of Defense _- 18 10 
Department of State wadt bios é 40 20 
Department of the Interior__---_---- au i hpahaiehicetealttis . . 15 
Department of Labor_--- La eau he 7 5 
Department of Justice at Subbucrdabsuuewun’ 17 

a Sa Based Diab tailiband Kiki a nile a 836 | 222 


| 


Additional agencies planning Reserve units are Department of the Army, Cen- 
tral Intelligence Agency, Department of Health, Education, and Welfare, General 
Services Administration, and Housing and Home Finance Agency. 

Although various types of training have been devised to bring executive reserv- 
ists to a state of readiness, participation in Operations Alert has been the single 
most effective training method. Reservists participating in Operation Alert, 
1957, numbered 156, against 46 in last year’s exercise. 

General development of the National Defense Executive Reserve during the 
past 2 years is judged reasonably satisfactory. Apparent deficiencies which 
require study and appropriate remedy in the year ahead are (1) increased 
numerical strength and improved balance among the departments and agencies, 
(2) more effective training methods, (3) improved geographic distribution, and 
(4) greater orientation toward regional, State, and local levels as indicated by 
enemy attack capabilities. 

A thorough study of all aspects of the Executive Reserve, under the leadership 
of ODM, is now being conducted as a basis for alleviating or eliminating these 
deficiencies. 

A 2-day national conference of executive reservists will be held in Washington 
on November 13 and 14, 1957. It is planned to have the President, the Secretary 
of State, the Secretary of Commerce, the Director of the Office of Defense Mobil- 
ization, and other officials brief the executive reservists on the mobilization 
planning problems facing the Nation and on their roles in any mobilization 
emergency that might arise. 


DAMAGE ASSESSMENT 


Under ODM direction, a national damage assessment center has recently been 
established in a dispersed location, staffed by personnel from 14 Federal agencies. 
Equipped with the latest in electronic computing equipment, the center is engaged 
in making a variety of studies of potential damage under varying attack assump- 
tions, as well as preparing to make rapid postattack damage computations, if ever 
needed. 

This work is based on the recent development of a method which permits 
rapid computations of assumed bomb-damage effects, using information as to 
the size of the bomb, the height or type of burst, and the location of ground 
zero, which is compared with coded information on the location and physical 
characteristics of various mobilization resources. The resources information is 
recorded on magnetic tapes, so that the computations can be made quickly through 
the use of electronic computers. Thus, it is possible to project attacks against 
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many targets in the United States, and to compute the overall physical damage, 
radiological contamination, and casualties that can be expected. 

During the past year, the national damage assessment center has been sub- 
stantially strengthened. During Operation Alert, 1957, the center’s new and 
powerful electronic computer received its first major test. 

Continuing efforts are being applied to the improvement of resources data and 
damage-estimating methods. In addition, emphasis in the center is now being 
placed on the exploration of means for applying our electric computing capabil- 
ities to the development of basic data which can be used in estimating the level 
of feasible resource programs. 


READINESS TESTING 


During the past year, ODM has conducted quarterly interagency exercises, not 
involving relocation, to test plans and actions dealing with substantive mobiliza- 
tion problems, as well as Operation Alert. 

The first quarterly exercise, in December 1956, dealt with the ways and means 
of providing basic resources to New England after an attack. This was a con- 
tinuation of a specific problem that had not been fully developed during Operation 
Alert, 1956. 

In January, a governmentwide briefing was held to acquaint Government agen- 
cies and their field units with the contents of a revision of the plan for general 
mobilization without attack on the United States. 

The March quarterly exercise consisted of a seminar on new planning docu- 
ments regarding the postattack roles of ODM, FCDA, and the Department of 
Defense. Ninety-five mobilization planning officials, representing 24 agencies, 
participated. Individual agencies also held their own exercises on problems 
selected by them. 

Operation Alert, 1957, was the most comprehensive nonmilitary defense exercise 
ever undertaken by the United States Government. Involving the assumption 
of aggression abroad leading up to a massive attack on the United States, the 
exercise was divided into three phases: 

First, the limited-war phase, in which mobilization actions were taken, includ- 
ing the activation of the emergency agencies. 

Second, the attack phase, in which survival operations were conducted and 
damage data reported from the field. 

Third, the postattack phase, in which the management of available resources 
for winning the war and restoring the Nation became the Government's chief 
concern, 

More than half a million persons participated in Operation Alert, 1957. Dur- 
ing the second phase, participation included : 


Federal personnel at the national level______-_________-_-~__--_----- 4, 487 
Federal personnel at the field level (excluding military) ~-....__.____-- 9, 122 
Military. personnel at the fleld level. .....20<-....6~s2--scnnne. dal Se 
State and local personnel__-_- spn aiy sah tials stent eainaiiiaata pial ilies adnate 312, 000 
Executive reservists_____- a ee ee igen icienianiaen een 155 
Contractor, Indastrial, and other perdontiek. co 1, 046 


o~ 


During the third phase, approximately 35,000 persons participated, including 
more than 6,000 Federal personnel at the national level. 

The exercise was rated successful by the participating agencies, both for 
carrying their mobilization programs a long step forward, and for the additional 
training it provided large number of persons within and outside the Government 
in meeting emergency problems. The administrative aspects of relocation pre- 
sented very few problems to the agencies concerned, and operating efficiency at 
the relocation sites was generally considered fully satisfactory. 

All agencies were requested to appraise their readiness to meet an emergency. 
Such appraisal was necessarily related to the simulated exercise situation and 
the mental reactions in knowing that the situation was purely hypothetical. 
Obviously, it cannot fully reflect the responses and capabilities had the situation 
been real. With this caveat, the agencies appraised their current readiness to 
meet an emergency, before attack as well as afterward, as follows: 


Percent of 

the agencies 

(a) High state of readiness____- {Seo i eel oh bo Glen Dee 37 
(6) Generally watteinctoryus 220s) Sei ee as eh edi ole 45 


(6) COMSIGGTADIG TRIDPOVOMEOENE NOOGET ..... oc cc wccercnnwannnunctmncanmene 18 
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A number of the specific actions taken and lessons learned in Operation Alert, 
1957, are covered in later sections of this report. 

This exercise demonstrated that a brief relocation period does not afford the 
time necessary for an adequate consideration of policy problems, in the absence 
of thorough staff work in advance. Attention to such test problems must be a 
part of each agency’s normal year-round work programs, to assure thorough staff 
consideration of documents, careful determination of requirements, and organi- 
zational responses to planned actions. In addition to stressing this work during 
the coming year, greater emphasis will be placed on testing regional and field 
operations. The experience gained in the past year and, in particular, the recom- 
mendations growing out of Operation Alert, 1957, are furnishing the basis for 
future readiness testing programs. 


II. PRODUCTION 
SUPPLY-REQUIREMENTS ANALYSES 


The second major analysis of the supply-requirements situation which would 
probably exist under conventional mobilization conditions is now nearing com- 
pletion. Requirements have been submitted to ODM by delegate agencies and 
have been reviewed and summarized. The Commerce Department is now analyz- 
ing the supply of steel, copper, and aluminum required to meet the projected 
program levels. The military requirements are on an interim basis pending 
revision later this year. 

ODM is also working on methods and techniques for estimating supply-require- 
ments information in the light of assumed attack conditions. Among the proj- 
ects in the field of postattack analysis which the ODM is directing are the 
essential survival item project and the determination of possible postattack 
production levels. 


Essential survival item project 


This project is being carried out through the Interagency Committee on Essen- 
tial Survival Items, which was established by ODM early in 1956. This com- 
mittee, operating through a series of task forces, has completed a determination 
of the items which would be essential to survival in a postattack situation. 

During Operation Alert, 1957, a group of these items was selected for testing 
purposes. Two main conclusions were reached from this test. In the first 
place, shortages or deficits in the supply of some of these items, particularly in 
the medical field, would be of such magnitude that years would be required to 
meet the demand. Secondly, it was apparent that a considerable amount of work 
must be done immediately to improve the statistical base underlying supply- 
requirements analyses of these items. The necessary statistical data are not 
available from present sources; programs must be initiated to obtain this 
information. 


Postattack production levels 


During a postattack situation, ODM would be concerned with determining 
possible levels of production, time-phased over a 2- or 3-year period ; determining 
the content, scope, and timing of a reconstruction program; and resolving im- 
mediate problems arising from conflicting claims for available resources. 

The information on which such decisions must be based is not available 
from our present damage-assessment program. The information on damage in 
Operation Alert 1957 pointed up this lack very clearly. For the purposes 
listed above, the damage assessment information on the electronic tapes must 
be expanded considerably both in scope and in detail; and work must be pressed 
forward immediately on vertical analysis; that is, determining the effect on end- 
item production of the loss of the materials, components, and subassemblies 
which are used in the manufacture of end items. Some way must be found for 
determining the overall impact on the economy of damage to its various sectors. 
For example, the damage to the transportation system and the power system 
must be related in some manner to the need for these services in the light of 
the damage to production facilities and capacity. 

This whole question of the kind of information needed in a postattack situa- 
tion is directly related to the problem of central programing. It is obvious that 
a detailed examination of the central programing function in a postattack situa- 
tion will indicate the type of bomb damage information which must be provided. 
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Component studies 


The mobilization adequacy of the 66 components under study by the ODM 
Interagency Components Committee appears more likely as a result of recently 
revised military strategic concepts leading to substantially lower military 
requirements. 

By July 1, 1957, 42 component studies had been completed ; 9 additional studies 
are expected to be completed before the end of calendar 1957. Thus, 15 items 
remain to be studied and are awaiting the development of defense requirements 
on the new concept basis. These requirements are scheduled for transmission 
to ODM late in 1957. Since requirements under the new basis of calculations are 
expected to be substantially reduced from previous planning levels, the chances 
are favorable that productive capacity for these 15 components not yet studied 
may be in balance with the mobilization requirements, 

The 42 completed studies were developed on the basis of military mobilization 
planning now out of date. Therefore, the 9 types of components which previously 
showed capacity deficiencies’ may be in balance with requirements after these 
areas are reviewed on the new planning basis. Present planning calls for another 
review of these 9 components before the end of 1957. 


EXPANSION OF THE MOBILIZATION BASE 


Financial incentives 

Financial incentives administered by ODM for the expansion of the Nation’s 
production capacity and supply to meet defense requirements are authorized 
by: 

(a) Section 168 of the Internal Revenue Code of 1954 as amended by 
Public Law 165, which provides certifying authority for accelerated amortiza- 
tion. 

(b) Section 302 of the Defense Production Act of 1950, as amended, which 
provides for defense loans and guaranties. 

(c) Section 303 of the Defense Production Act, as amended, which pro- 
vides for contractual commitments and purchase programs. 

(d@) Public Law 520 of the 79th Congress which provides for the strategic 
and critical materials stockpile. 

Statistical and financial reports are prepared on the accelerated amortization 
program, the defense loan and guaranty program, the contractual commitments 
and purchase program, and the stockpile program. 

Accelerated amortization 

During the past year, a further review of the expansion-goal program was 
made and many goals were closed. A list of the goals closed during the year 
ending September 15, 1957, is attached as appendix A. 

Currently, accelerated amortization applications are being considered under 
only two goals: No. 206, laboratories, research, and development; and No. 224, 
production facilities for military and AEC procurement. Public Law 165, 85th 
Congress, signed by the President on August 26, 1957, limits certifications to cover 
expansion of facilities to produce new or specialized defense items or com- 
ponents of new or specialized items, and to provide research, developmental, or 
experimental services for the military departments or the Atomic Energy Com- 
mission, as a part of the national defense program. 

From the beginning of the rapid amortization program through August 26, 
1957, the number of certificates of necessity issued and outstanding amounted to 
22,022. More than 40 percent of the certificates (an estimated 11 percent by 
value) have gone to small business. The estimated cost of the facilities certified 
amounted to $38.2 billion, of which $23.1 billion was eligible for rapid amortiza- 
tion. This represented an increase during the past year of $1.8 billion certified. 
of which $1 billion was eligible for rapid amortization. Most of the certificates 
issued during the past year have been for expansion of facilities for military 
aircraft, military electronics, guided missiles, research and development, tankers, 
and roll-on, roll-off ships. 

As a result of the filling of open expansion goals, and Public Law 165, 85th 
Congress, future certifications will be reduced in number and dollar amounts. 


1 High pressure steam boilers; turbines and turbine gears; heavy steel and titanium 
forgings, sec. I; closed-die steel and titanium forgings, sec. I]; heavy steel castings; 
jewel bearings ; quartz crystals ; optical elements ; spherical plane bearings. 
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Loans and guaranties 

Under section 302 of the Defense Production Act, Government loans may be 
made to private business enterprises for expanding defense capacity ; developing 
technological processes ; producing essential materials; and encouraging explora- 
tion, development, and mining of strategic and critical metals and minerals. 
ODM issues certificates of essentiality to the Treasury Department for domestic 
loans, or to the Export-Import Bank for foreign loans. These agencies are 
empowered by Executive order to make such loans after determining that the 
financial factors are favorable. Certificates of essentiality are not issued in 
cases where defense expansion can be accomplished by private financing with 
accelerated amortization assistance. Section 302 loans may be made only when 
financing is not otherwise available on reasonable terms. 

Through June 30, 1957, defense loans had been approved totaling approximately 
$358 million, of which $93.5 million has already been repaid. No loans or loan 
guaranties were made during the past year. 


Borrowing authority 

Contractual commitment and purchase programs using borrowing authority 
under the Defense Production Act, provide for such contractual arrangements 
as (a) the purchase of, or commitment to purchase materials, minerals, and 
other metals for Government use or resale; (0) the encouragement of exploration, 
development, and mining of strategic minerals and metals; or (c) the installation 
of production equipment in industrial plants. 

The contractual programs have been aimed both at providing adequate pro- 
duction equipment and also at expanding supplies of such strategic and critical 
materials as copper, nickel, manganese, and aluminum for defense production 
and for the national stockpile. The probable ultimate net cost to the Govern- 
ment for all commitments to the end of August is estimated at $910 million. 

At the present time, borrowing authority programs remain in effect for 21 
stockpile materials and for 5 machine-tool reserves. Many provide for deliveries 
to the Government through 1958, and some run through 1962. Since these expan- 
sion programs, together with stockpile purchases under the Strategic and Critical 
Materials Stock Piling Act, should fill most of the remaining minimum stockpile 
objectives within the next 2 years, few new materials expansion contracts were 
considered during the past year. 

The nickel expansion goal for an annual supply of 440 million pounds per 
year, was filled in March 1957, when a contract was signed providing for the 
construction of smelting and refining facilities in Cuba and Louisiana which 
will ultimately increase the annual supply of nickel to the United States by 
50 million pounds. This contract included purchase obligations with respect to 
both nickel and the associated cobalt. 

As of August 31, 1957, approximately $1,930 million of the $2.1 billion borrowing 
authority authorized by section 304 of the Defense Production Act had been 
allocated to the 5 departments and agencies utilizing this authority, leaving a 
balance unallocated of approximately $170 million. Of the total amount allo- 
cated, approximately $1,625 million represented outstanding certifications of 
specific projects either for loans under section 302 (approximately $265 million) 
or for programs initiated under section 303 (approximately $1,360 million). 
The difference of approximately $305 million between the total allocated and total 
certifications outstanding, of which approximately $240 million resulted from 
program revisions effected during the 12 months ending August 31, 1957, may 
well be more than offset by new certifications required to carry in inventory the 
additional quantities of aluminum, copper, manganese, and titanium being 
delivered to the Government under DPA contracts. However, in view of the fact 
that the $170 million presently unallocated would also be available for this 
purpose, if needed, it is believed that the total borrowing authority provided by 
section 304 is adequate. 


Minerals exploration 

The Defense Minerals Exploration Administration has continued its program 
of advancing 50 to 75 percent of the funds for the exploration and development 
of prospective mineral deposits. Since the inception of these programs, ODM has 
allocated borrowing authority in the amount of $38.8 million, including $4.8 mil- 
lion allocated for fiscal year 1958. By the end of August, 1,055 contracts had 
been negotiated by DMEA under this allocation. Thus far, 336 have resulted in 
finding ore and 304 of these, involving about 26 materials, have been certified by 
DMEA as discoveries or developments. 
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Production equipment 


ODM’s principal activities in the production equipment field have been the 
Korean and M-day pool order programs; the machine tools production facilities 
expansion program; the elephant machine-tool production facilities expansion 
and reserve programs; the program for controlling the leasing of Government- 
owned equipment for nondefense production purposes; the marine turbine and 
gear production facilities rounding-out program; central inventories of Govern- 
ment-owned production equipment; the uniform Government equipment leasing 
practices program; and the surplus equipment disposal-contrel program. 

The machine-tool production facilities expansion program, using borrowing 
authority to buy machine tools for leasing to tools producers, involved 2,730 
tools, valued at $31.7 million. By June 30, 1957, 910 tools, valued at $8.6 million 
remained under lease and 1,546, valued at $17.8 million have been sold to pro- 
ducers under the purchase options in these leases. Seventeen tools, valued at 
$500,000, have been transferred to other programs and 257 tools, valued at $4.4 
million are in GSA storage. Efforts are being continued to lease or sell to 
machine-tools producers the tools currently on lease and in storage. Purchase 
options are unique to this program, enabling the Government substantially to 
liquidate its investment after accomplishing its purpose. 

Under the Korean pool order program, ODM, through GSA, used borrowing 
authority to guarantee the sale of 92,096 tools, valued at over $1,148 million. 
As of March 31, 1957, GSA still had in storage 486 tools, valued at $5.4 million, 
which need to be disposed of by sale or transfer. To date this program has cost 
the Government less than one-half of 1 percent of its initial commitment and this 
cost promises to continue to be reduced through additional sales of tools out of 
GSA storage. 

There has been no significant change in the elephant tool production facilities 
expansion program. Only three agreements involving 320 tools have been entered 
into and certified funds remain available for other such contracts. 

On the Government elephant tool reserve program, a complete inventory of 
these very large tools existing in the United States by size and location was 
completed 2 years ago. Currently, efforts are being devoted to the development 
of requirements and the pinpointing of specific elephant tools needed in particular 
tool builders’ plants. Subsequently, upon certification of funds, tools will be 
purchased and installed to eliminate deficiencies. It continues to be a pains- 
taking, technical task to determine, under efficient production methods, those 
machine tools which normally would require elephant tools for their fabrication. 

The M-day pool order program is for the purpose of insuring full production of 
the machine tools industry at the outset of a future emergency and to provide 
general-purpose tools to meet mobilization requirements. <A standard pool order 
contract form has been developed, and borrowing authority funds have been 
certified, and contracts have been signed which will be activated immediately 
after any future M-day. As of August 31, 1957, 73 percent of the total antici- 
pated contracts had been signed covering 80 percent of the total number of items 
to be included. This is the first time we have ever had pool order contracts, with 
funds to back them up, ready to go on a moment’s notice before an emergency 
developed. 

A marine turbine and gear production facilities rounding-out program has 
been started to alleviate the deficiency of facilities for production of these 
essential ship components. Borrowing authority has been certified to finance 
installation of Government-owned production equipment which would serve to 
eliminate major bottlenecks in the facilities of marine turbine and gear plants. 
The Commerce Department has been studying existing facilities and pinpointing 
critical deficiencies which could be eliminated through installation of Govern- 
ment-owned tools. GSA is currently negotiating with producers in an effort to 
contract with them for indicated equipment installations and a contract with one 
such producer is imminent. 

Two major problems have been encountered. Out of the 10 marine turbine and 
gear producers, several who do not have space to devote to the needed equipment 
installations asked that buildings be provided at Government expense to house 
the Government-owned equipment—a use of borrowing authority not permitted 
by law. Others who had available space for equipment installations were re- 
luctant to devote it to equipment with little current use, or to pay normal rental 
rates on such equipment a large part of which is of elephant size and, conse- 
quently, subject to large rentals at normal rates. To meet this problem, GSA 
has been authorized to contract at rental rates below the prescribed uniform rates 
in negotiations under this program. 
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Electric power 

Approximately 8.4 million kilowatts of new generating capacity will be added 
to the Nation’s capacity during calendar year 1957, bringing the total to about 
131 million kilowatts. While expected continuing increases in demand will re- 
sult in gross reserves of approximately 15 percent on a national basis at the end 
of 1957, expansions contemplated and underway should increase the reserve 
margins to over 20 percent in 1958, 1959, and 1960. 

Progress on reconstruction of the Schoellkopf generating station in the Niagara 
power complex, severely damaged by landslide in June 1956, is progessing accord- 
ing to schedule. Approximately 30 percent of the plant’s original capacity will 
be restored by the end of 1957, in 60-cycle capacity. The 25-cycle demand, for- 
merly met by this station, is being supplied from Canada and other stations in 
the system. Many plants in this area which used 25-cycle power are now con- 
verting to 60-cycle. 

The report of the Technical Interagency Power Group, entitled “‘Electric Power 
and Industry in the Niagara Complex,” was submitted to ODM on May 15, 1957. 
The recommendations for dispersal of expansions and conversion of existing 
industrial equipment to 60 cycles have been forwarded to the Secretary of Com- 
merce, while the recommendation to encourage the strengthening and coordina- 
tion of power systems in the central and northeastern regions was forwarded 
to the Secretary of the Interior. A similar study of the Pacific Northwest power 
area is underway. 


MAINTENANCE OF THE MOBILIZATION BASE 
Policy revisions 

On March 6, 1957, ODM revised its policy on maintenance of the mobilization 
base, Defense Mobilization Order VII-7. 

Under the order, the Department of Defense, the Atomic Energy Commission, 
and the Maritime Administration, to the maximum practical degree, and within 
the limits of existing procurement authorities and funds available, will place cur- 
rent procurement in the facilities selected to produce urgent and essential items 
in a mobilization period. To the extent feasible, the procurement agencies are 
also called upon to develop and maintain plans for alternate capacity to produce 
the most urgent items in the event that a disaster destroys current facilities. 

In selecting facilities for the mobilization base, the order directs that con- 
sideration be given to their vulnerability to nuclear attack, with particular atten- 
tion to the possibility of (@) minimizing vulnerability of facilities producing 
urgent items, including the need for dispersal, protective construction, and special 
security measures to safeguard against sabotage or clandestine attack; and (b) 
reducing the concentration of uncommon critical production facilities so that a 
productive segment of each critical industry would be more likely to survive a 
nuclear attack. 


Government-owned machine tools 


For the purpose of effecting better management of the vast store of machine 
tools owned by the Government, a continuing effort is being made to develop a 
complete central inventory of Government-owned tools broken down into 83 
categories. 

Up to the present time the armed services have reported over 293,000 tools, 
valued at approximately $3 billion. The Defense Department has issued a new 
tools directory designed to facilitate the classification and cataloging of the 
several thousand tools not previously reported to the central inventory. Of the 
293,000 so far reported, approximately 85,000 are in idle reserve as parts of 
packages and standby lines or unassigned. The other Federal agencies owning 
tools (Atomic Energy Commission, General Services Administration, Health, 
Education, and Welfare Department and Maritime Administration) have com- 
pletely reported their inventories which total approximately 30,200. Details on 
the central inventory will be found in appendix B to this report. 

Control over nondefense use of Government-owned production equipment is 
effected through section 1C of Defense Mobilization Order VII-4. To prevent 
dissipation of this segment of the mobilization base, the order requires prior 
ODM approval where use is to be for nondefense purposes. Since issuance of 
this order in October 1953, ODM has received 51 requests for approval, involv- 
ing 96 companies, 2,667 items, costing $31.3 million. Forty of these requests, 
involving 39 companies and 1,978 items, costing $18.3 million have been ap- 
proved. Requests, submitted by tools-owning agencies, are subject to prior 
review by both the Commerce Department and the Small Business Administra- 
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tion and determinations are based upon an evaluation of recommendations made 
by these agencies, and by the Defense Department and ODM staff. 

Variations in leasing practices have in the past created inequities between 
lessees and between contractors owning their own tools and those using Gov- 
ernment tools. An interagency task group on uniform Government equip- 
ment-leasing practices has now completed a comprehensive study of the prob- 
lem and submitted recommendations to the ODM Director for consideration and 
issuance of a policy directive. Efforts are underway to resolve differences 
arising from Department of Defense dissent on three recommendations sub- 
mitted by the group. The tool builders and tool distributors associations have 
endorsed the task group recommendations, and DMO VII-4, amendment 2, 
has been issued, establishing uniform rental rates. When final agreement 
is reached, DMO VII-4 will be amended further, prescribing the remaining 
practices to be uniformly followed by all Federal Government agencies en- 
gaged in leasing equipment. 

Control over surplus sales of Government-owned equipment is being effected 
under Defense Mobilization Order VII-1A which requires prior ODM approval 
of tools slated for sale. All invitations to bid are being received for prior re- 
view. This itself has been operating as a preventive against the offering of 
items as surplus which should be retained in reserve. Sales are now on the in- 
crease and the situation is being closely watched to see if additional measures 
may be needed. 

PROTECTION OF THE MOBILIZATION BASE 


The mobilization base includes people, materials, facilities, and equipment. 
Protection of the base includes measures designed to reduce vulnerability to 
overt acts of an enemy such as bombing attacks, and covert ets of an enemy 
such as clandestine activities with conventional and unconvern ional weapons. 

Protective measures include dispersion; protective construction; continuity 
of management structures; safe location of vital records, equipment, supplies 
and facilities; shelters; public warning systems; evacuation plans; and physi- 
cal security measures such as fences, walls, guards, and supplementary policing. 

This whole matter was exhaustively covered in ODM’s May 20, 1957, report 
to the Joint Committee on Defense Production, entitled “Reducing Our Vul- 
nerability to Attack.” 


Dispersion 


The May 20 report outlined the consideration given to dispersion in granting 
accelerated tax amortization to new or expanded defense facilities and indi- 
cated that from July 1, 1952, through March 1, 1957, 78.4 percent of the 867 
projects subject to the dispersion criteria were located away from congested ur- 
ban areas and major military installations. Exceptions to the policy were 
granted in only 13.8 percent of the cases. More recent application of the 
policy is as follows: 


Application of dispersion criteria to the rapid tax-amortization program, 
Mar. 1, 1957, through Sept. 1, 1957 


Number | Estimated 
cost 





Projects in which proposed sites were found to conform to dispersion criteria 25 305, 535, 000 
Exceptions granted to dispersion criteria 2 9 96, 056, 000 
Cases denied for failure to meet standards and inability to justify exceptions_- 3 30, 054, 000 


Projects to which dispersion criteria were applicable | 37 | $431, 645, 000 
| 


During Operation Alert, 1957, exercise documents were issued prior to the 
hypothetical attack calling particularly for the relocation of movable inventories 
and equipment. Analysis of the attack pattern used in the exercise showed 
clearly that our existing inventories of many essential survival items are very 
vulnerable and that postattack production of these items would be at a low 
level. For example, our preattack supply of penicillin in the hands of manu- 
facturers and wholesalers was an estimated 170 trillion units, against estimated 
postattack requirements for the first 90 days of 150 trillion units. However, 
after the attack the surviving inventory was only about half the requirements. 
Hypothetically, many people died solely because of our failure before attack 
to reposition existing stocks of this essential survival item. 
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This points up the need for a more selective approach to dispersion. It is 
clearly neither feasible nor desirable to try to disperse our whole urban econ- 
omy. However, a selective dispersal of inventories and balanced production 
sapacity for certain essential items might well contribute significantly to 
national survival in the event of massive attack on this country. 


Physical security 

Each agency of Government is responsible for the protection of Government- 
owned property under its jurisdiction. 

The interagency Facilities Protection Board, which advises ODM on policies 
and standards of physical security and the assignment of critical facilities to 
Government agencies for security cognizance, has recently been reactivated. 
The Board is currently reviewing a draft bulletin entitled, “Standards for 
Physical Security of Industrial and Governmental Facilities.” After clearance, 
this bulletin will be published by ODM and distributed to industry and Govern- 
ment agencies. 

On June 25, 1957, all agencies were requested to survey buildings housing 
their essential wartime functions to confirm the adequacy of existing security 
measures or to determine the additional measures which should be taken and 
the cost involved. 

THE STOCKPILE PROGRAM 


During the past year, stockpile policies have been revised to provide that 
new stockpile procurement should be based on a 3-year emergency period rather 
than the 5-year period previously used as a standard. The policy limits new 
procurement for the strategic stockpile to the quantities needed to fill the pro- 
curement priority level except in the few cases in which procurement is neces- 
sary to maintain a vital domestic production component of the materials mo- 
bilization base. This policy applies not only to direct stockpile procurement 
but also to indirect procurement for the strategic stockpile through the use of 
the Defense Production Act, the Agricultural Trade Development and Assistance 
Act of 1954, or other legislation. The limitation does not apply to prior commit- 
ments except where it is possible to cancel contracts with advantage to the 
Government. 

Accordingly, new stockpile procurement for fiscal year 1958 is currently 
limited to the following materials needed to meet the procurement priority level: 
amosite asbestos, chromium metal, metallurgical fluorspar, jewel bearings, 
chemical type-B manganese, Muscovite block and film mica, selenium, and crude 
silicon carbide. Synthetic manganese dioxide, lead and zine are being pur- 
chased to support the domestic mobilization base; however, the long-term objec- 
tives for lead and zine will be reached in a few months and thereafter no fur- 
ther purchases will be made. 

During the last vear, 19 major stockpile materials reviews were completed, 
resulting in the following changes in stockpile objectives: 5 objectives were 
increased ; 2 objectives were decreased; small diamond dies were added to the 
stockpile list: extra long staple cotton was dropped; titanium was placed in 
group II (not eligible for stockpile procurement) ; and optical glass, baddeleyite 
and zircon, previously on the group II list, were also dropped. 

ODM plans very shortly to undertake a comprehensive review of the present 
stockpile status and policies, and to develop stockpiling policy to be followed 
in the future in the light of changing strategic concepts. Among other matters, 
the study will include an examination of various proposals that have been made 
for stockpiling items that would be required in the event of nuclear attack, such 
as essential survival items. 

The barter program has been substantially revised and reduced by the De- 
partment of Agriculture. This was done because the normal exports of agri- 
cultural commodities during crop year 1956-57, greatly exceeded previous years : 
because of substantially reduced surpluses for a number of commodities; and 
also because the Department believed that barter transactions frequently sup- 
planted dollar sales. During fiscal year 1957, the Department of Agriculture 
concluded barter agreements for $208 million worth of stockpile materials, most 
of which were scheduled for the supplemental stockpile. 

The past year has seen a very substantial improvement in the stockpile posi- 
tion of several major materials which in the past have been problems. Aluminum 
supplies now exceed demands and the aluminum stockpile objective has been 
filled. The aluminum companies have been exercising “put” rights so that large 
quantities of aluminum have been purchased under Defense Production Act con- 
tracts. The copper price decline has continued bringing prices back to 1953 
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levels. Copper is also being “put” to the Government under the earlier Defense 
Production Act expansion program. Stockpile purchasing of copper in the open 
market has been terminated because the inventory exceeds the procurement 
priority level. Titanium has not been acquired for the stockpile, but producers 
have been delivering titanium to Defense Production Act account under earlier 
expansion contracts. 

The following materials still present stockpile problems: 

Amosite asbestos deliveries to the stockpile have continued but at a low rate 
in terms of the objective. 

Small diamond dies were added to the stockpile list during the year. Pro- 
curement is expected to start as soon as several major questions relating to spec- 
ifications and testing are resolved. A Department of Commerce industry 
advisory committee is helping to investigate these questions, 

Metallurgical fluorspar purchasing continues to be restricted to domestic pro- 
duction. Inventories of acid grade fluorspar which are in excess of the minimum 
objective could be used to meet the metallurgical grade fluorspar deficit if 
necessary ; however, this would require costly preparation. 

Jewel bearing procurement toward the priority level has been resumed this 
year, both for stockpile inventory purposes and to preserve the single domestic 
producer, the production plant at Rolla, N. Dak., as a nucleus for expansion in 
an emergency, 

Chemical type-B manganese procurement during fiscal year 1958 probably will 
not meet the procurement priority level for this short-supply material. GSA 
believes that certain types of battery grade manganese ore, of which there is an 
ample stockpile, might be substituted satisfactorily, and the Department of Com- 
merce is canvassing consumers on this possibility. 

Muscovite block and film mica output is to be expanded under a recently imple- 
mented Defense Production Act expansion program. This might substantially 
improve the stockpile position of these materials. This program is expected to be 
completed through contracts between GSA and major suppliers extending de- 
liveries over a 5-year period through June 30, 1962. It is hoped that these 
contracts will eliminate most of the current stockpile deficit of these materials. 

Selenium has lost some of its defense significance during the past year be- 
cause silicon has supplanted it in many industrial and military uses. Stockpile 
procurement is proceeding at a slow pace because of the expectation that sub- 
stitute materials will soon meet a sizable part of the defense needs now met by 
selenium. 

Silicon carbide purchases during fiscal year 1957 have been restricted because 
of tight market supplies. However, supplies have recently improved. 

Metallurgical chromite and manganese have been the subject of many proposals 
for upgrading existing Defense Production Act and stockpile inventories pur- 
chased under earlier expansion programs. At one time it was in the interest 
of the stockpile program to upgrade these ores and some contracts for this pur- 
pose were signed. However, based on information currently available, no defense 
justification now exists for processing these ores into the form of ferrochrome 
or ferromanganese. 

III. ESSENTIAL SERVICES 


HEALTH 


The Health Resources Advisory Committee advises and assists the Director of 
ODM on problems of the Nation’s health relating to national mobilization. It 
develops and recommends policies for the mobilization, allocation, and utilization 
of health resources, including manpower, facilities, supplies, equipment, and mate- 
rial. The membership of this Committee also serves by appointment of the 
President as the National Advisory Committee to the Selective Service Sys- 
tem on the selection of physicians, dentists, and allied specialists. 

Operation Alert 1957 demonstrated that an extensive enemy attack on the 
United States would present a health service problem of a magnitude and com- 
plexity never before faced by this country. The need for health services would 
be immediate and delays could not be tolerated. This need, unprecedented in 
both nature and degree, would exist in the face of severe losses in health, man- 
power, facilities, supplies, and production capacity. The problem would extend 
for years beyond the disaster phase of an attack. It would involve competing 
requirements of the military services, the civilian community, and our allies. 

Mobilization planning to meet the immediate and continuing health problems 
under the extreme conditions which would prevail as the result of an attack 
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must be based on close coordination between all sources of supply and require- 
ments. Priority attention is being given to the further development of organiza- 
tion plans to handle the immediate and continuing health problems of the 
Nation under various mobilization assumptions. 

In order to accelerate planning in this vital area, arrangements are being 
made to strengthen ODM’s health staff through appointment of an Assistant 
Director for Health. 

Currently a Task Force on Health Manpower is studying the probable re- 
quirements for health manpower for civilian and military operations. Upon 
completion of this study, recommendations on policies and principles, the loca- 
tion of operational responsibility, the methods, the utilization of personnel and 
other related factors, all pertaining to the mobilization of health manpower, will 
be developed. 

A task force has been established on health supplies and equipment, and a 
similar task force is being established to develop recommendations on the coor- 
dination and utilization of health treatment facilities under mobilization condi- 
tions. 

In the light of current circumstances, the Health Resources Advisory Com- 
mittee has recently reviewed and revised the guiding principles of the national 
blood program. This revision was based on the comments received from the 
participating agencies. The Committee will continue to review and coordinate 
the blood program activities of the various Government agencies and the Ameri- 
can National Red Cross under the national blood program. 


TELECOMMUNICATIONS 


Executive Order 10705, approved April 17, 1957, would vest in the Director, 
in time of war, responsibility for the direction of United States telecommunica- 
tions. The authority delegated is vested in the President by sections 305 (a) 
and 606 (a), (c), and (d) of the Communications Act of 1934 as amended 
(47 U. S. C. 305, 606). This Executive order, together with Executive Orders 
10312 and 10460, forms within ODM the basis of all mobilization planning for 
telecommunications. 

Continuing consideration is being given to the reduction of vulnerability of 
telecommunication facilities. The possibility of intentional interference to over- 
seas and international telecommunications will be further reduced with the com- 
pletion of the telephone cable between the United States and Hawaii in October 
1957, a full year earlier than was at first expected. This cable and the already 
completed telephone cables between North America and Europe, and between 
the United States and Alaska have important mobilization aspects. Negotia- 
tion for an additional transatlantic telephone cable is in process. 

The American Telephone & Telegraph Co. will complete this year a substan- 
tial program for adding alternate routes to our national domestic telecommuni- 
eation networks. These alternate routes have been applied to cities and areas 
of the country which might be potential targets for an attacking force and will 
enable telecommunications to be continued should these cities or areas be 
damaged. 

In its mobilization planning for telecommunications, ODM has available to 
it the advice and recommendations of three interdepartmental groups. The 
Telecommunications Advisory Board, at the Assistant Secretary level, provides 
advice on telecommunications policy; the Telecommunications Planning Com- 
mittee, composed of senior agency communication personnel, is concerned chiefly 
with providing advice on the technical, operational, and administrative aspects 
of communication systems; and the Interdepartment Radio Advisory Committee 
makes radio frequency assignments to Government agencies subject to ODM 
approval in addition to furnishing technical advice and recommending pro- 
cedures on assignments and allocations within the radio spectrum. 

The need has long been apparent for expansion of the national radio monitor- 
ing effort so as to have an adequate number of monitoring stations and the 
necessary trained personnel immediately available at the outset of a national 
emergency. To build up an effective monitoring system, especially under the 
stress of emergency, would require a year or longer, and that length of time 
may not be available. Funds for the purpose of partially providing such a sys- 
tem were denied by Congress in past years. Meanwhile, ODM and the FCC are 
discussing a tentative plan to set up a national radio monitoring reserve program 
which would establish a trained force of radio operators that would be pledged 
to enter the monitoring service in the event of national emergency. This will 
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not obviate the need for equipment, locations, and personnel to police the spec. 
trum and guard against clandestine transmissions in the event of attack, but 
it should reduce the immediate costs. ODM is still under an obligation to im- 
prove our national radio monitoring capability and will again pursue this 
matter in the near future. 

In the mobilization planning field, arrangements are being completed for a 
site for an emergency telecommunication organization. Key staff for the organi- 
zation have been selected and attention is now being given to refining division- 
level functional responsibilities and to developing administrative procedures. A 
draft procedure for claiming telecommunication and related resources in an 
emergency situation has been developed. It will provide guidance to Govern- 
ment and private organizations for meeting their emergency service and resource 
requirements. 

In June 1957, ODM invited the participation of independent telephone com- 
panies in Operation Alert 1957 through the United States Independent Telephone 
Association. This invitation was issued in recognition of the fact that in many 
areas of the country the independent telephone companies do and will perform 
functions in providing essential communications. The responses, which took the 
form of a thoroughly coordinated result through the Bell System, were excellent. 


TRANSPORTATION 


The concept of what problems transportation would face under attack has 
undergone a considerable change in the past year, in the light of more complete 
knowledge of the impact of attack with modern weapons. Plans to meet an 
emergency are being reviewed thoroughly in order to obtain the maximum ¢a- 
pacity from remaining transportation facilities. Many of the readiness meas- 
ures have been developed as self-triggering actions to automatically go into effect 
in the event of an emergency. Mobilization action steps and readiness measures 
have been further tested. 

In Operation Alert 1957, mobilization plans and an emergency transport or- 
ganization were tested. The hypothetical attack pattern was evaluated to 
ascertain its probable effects upon transportation capacity, and to identify the 
problems that would result in the transportation field. In Operation Alert 1957, 
the airline industry again cooperated in this evaluation and analysis, and a pilot 
program was carried on with the railroad industry. Further industry coopera- 
tion will be sought in future exercises. An executive reserve program is being 
developed by industry on a regional basis. 

The Civil Reserve Air Fleet program is undergoing a review both from a 
standpoint of requirements and of perfecting procedures to make sure that this 
fleet would immediately be available to supplement the military airlift require- 
ments. 

IV. MANPOWER 


ODM coordinates defense manpower activities of the Government largely 
through several advisory committees. The interagency Manpower Policy Com- 
mittee advises on all aspects of manpower mobilization planning. The National 
Labor-Management Manpower Policy Committee advises on the impact of pro- 
jected mobilization plans on industrial and other manpower, and recommends 
measures to improve the capability of the Government to mobilize and utilize 
manpower under war conditions. The Committee on Specialized Personnel is 
composed of individuals from Government and private life selected on the basis 
of their knowledge of. specialized manpower resources and requirements. 


MANPOWER MOBILIZATION PLANS 


Operation Alert 1956 revealed a number of inadequacies, particularly in the 
organization plan for manpower mobilization under attack conditions and in the 
authorities granted to major mobilization agencies concerned with manpower. 
Since then, manpower mobilization plans have been extensively revised. Pri- 
mary areas on which organizational work has been concentrated are health 
manpower and scientific and technical manpower. The National Science Foun- 
dation has undertaken the development of an organization, which would be 
integrated in wartime with a manpower mobilization agency, for mobilizing 
specialized, scientific, and engineering manpower. The arrangement includes the 
use of the National Register of Scientific and Technical Personnel for mobiliza- 
tion purposes. A similar arrangement was worked out with the Department of 
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Commerce in the field of maritime personnel. The Department of Labor will 
coordinate the planning of the National Science Foundation and the Department 
of Commerce on organization for manpower mobilization. Arrangements have 
not yet been completed for the handling of health personnel, and work is con- 
tinuing on this problem. 

The ODM Committee on Specialized Personnel, on the basis of a study of 
measures required to assure availability of highly qualified specialists, recom- 
mends developing special plans covering such specialists who may be required 
to implement mobilization plans. Agency plans which require large numbers of 
such. specialists will be reviewed to assure availability of the required manpower. 

During the past year, in cooperation with the Department of Defense, FCDA, 
and the Department of Labor, a plan was developed specifying the measures 
which should be taken for mobilizing manpower in an attack situation when 
regional and local areas are out of contact with central headquarters in Wash- 
ington. Manpower mobilization planning is increasingly emphasizing the need 
for a capability for autonomous action by regional, State, and local officials 
to meet their manpower problems, acting within general guidelines to avoid 
interarea and interfunctional disputes over manpower in short supply. 

The National Labor-Management Manpower Policy Committee has made an 
intensive study of measures to mobilize manpower under attack conditions, and 
has recommended to the Director the additional authorities which should be 
provided to the President for this purpose. In the main, the committee’s recom- 
mendations were incorporated in Operation Alert 1957, and during the next sev- 
eral months the committee will reexamine its recommendations in the light of 
the exercise experience. 


IMPROVING THE MANPOWER MOBILIZATION BASE 


Military training programs 


The Reserve Forces Act of 1955, as implemented by Executive Order 10629 
(August 18, 1955), provided that young men under 18% years of age might 
volunteer for 6 months’ training, after which they would participate in Active 
Reserve training for a period of 7% years. Enlistments under this program 
have been considerably less than hoped for, although there has been a gradual 
buildup in the program since its inception. In April 1957, two additional 6-month 
training programs were established by the Department of the Army to cover 
youths over 18% enlisting directly in the Reserves under a 6-year military obli- 
gation or joining the National Guard. There was a marked upsurge in enlist- 
ments under these programs in the last 3 months of the fiscal year, the response 
being so great that the Department of Defense was forced to establish a quota 
system to remain within authorized strength ceilings and available funds. 

The Reserve Forces Act of 1955, as implemented by Executive Order 10650 
(of January 6, 1956), also provided for special 6-month training activities for 
men having critical occupational skills and employed in key defense industries. 
Of the 5,753 applications received by June 30, 1957, 3,966 were approved, 885 
are pending determination of acceptability, and the remainder were found un- 
acceptable for one reason or another. Despite the limited size of this program, 
it has been of substantial value in improving utilization of highly trained men 
in a limited group of critically important defense-supporting industries. To 
conserve defense funds, this program will be continued at about the same numer- 
ical level in 1957-58, but the period of active duty will be reduced from 6 months 
to 3 months. 


Screening of the Ready Reserve 


' The screening of the Ready Reserve, required by Executive Order 10651 (of 
January 6, 1956) has been accelerating. As of June 30, 1957, a total of 1,388,083 
officers and enlisted men had been released from the Ready Reserve; of these, 
861,194 were transferred to the Standby or Retired Reserve, and 526,889 were 
discharged. Ready reservists screened and retained in the Ready Reserve as of 
that date, total 2,371,594. This completes the initial screening of the Ready 
Reserve. 

A special program has been completed to screen key employees of the Federal 
Government who would be required for mobilization purposes in their current 
jobs and who are also Ready reservists. 


Specialized manpower 


During the past year, increasing attention has been given to the crucial need 
for an adequate supply of scientific and engineering personnel. The Cordiner 
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Committee report pointed up the problem of obtaining and retaining an ade- 
quate supply of such personnel for direct defense needs; and an ODM-Civil 
Service Commission study defined the problem for the Government as a whole. 
Recommendations of these committees are still under review. 

The President’s Committee on Scientists and Engineers, established on April 
3, 1956, has been charged with developing and executing programs through non- 
Government agencies and individuals, which programs will contribute substan- 
tially to improving the supply of skilled personnel. This committee is actively 
engaged in a comprehensive program which is expected to contribute substan- 
tially to improving the supply of these skills. The Bureau of the Budget and 
National Science Foundation are studying measures to improve the overall sta- 
tistical information on the supply and requirements for scientists and engineers, 
and are cooperating with the President’s Committee to determine the best 
methods for establishing a system to provide improved information in this field. 

The Department of Defense has recently recommended establishment of 
rosters of language specialists, and the question of rostering area specialists 
has been under study for some time. The National Science Foundation is now 
heading an interdepartmental study to determine the need for such rosters and 
the use to which they would be put by Federal agencies in peacetime and under 
mobilization conditions. 


Manpower mobilization problems under attack assumptions 


Recent additional reductions have been made in the size of the active military 
forces. These reductions have been made possible by an increase in weapons 
capability and increased readiness of our Reserve forces. 

The fact must not be lost sight of that this increased capability of the Armed 
Forces rests upon an ever-increasing level of skills in the noncombatant military 
and civilian labor force. A further emerging fact of great importance in man- 
power planning is the extreme vulnerability to enemy attack of all mobilization 
activities dependent upon manpower, because of the relative exposure of man- 
power to loss by blast and fallout effects of nuclear weapons, as compared with 
the vulnerability of facilities to similar effects. The conclusion seems inescap- 
able that manpower for production cannot be assured after an attack, in time 
to be a factor in determining the survival of the Nation. A reappraisal of man- 
power planning has been undertaken in the light of these factors. 


V. STABILIZATION 


Under authority of the National Security Act of 1947, as amended, and the 
Defense Production Act of 1950, as amended, plans needed to initiate early 
stabilization actions in the event of a war emergency continue to be advanced 
throughout the Government. 

Operation Alert, 1957, revealed the need for governmentwide consideration of 
basic postattack policies to assure consistent economic measures which will pro- 
vide a basis for maintaining and restoring the economy. These include deter- 
mining an adequate operating plan for rationing; establishing a coherent fiscal 
policy ; developing a program for an equitable distribution of the burden of war 
damage among the remaining population; and developing arrangements to im- 
pose centralized control and coordination of all Federal lending operations and 
all Federal and State payments to individuals, such as old age insurance, vet- 
erans’ pensions and compensation, unemployment benefits, and workmen’s 
compensation. 

Guidelines for State and local emergency economic operations were prepared 
and were tested by FCDA during Operation Alert, 1957. They cover steps 
needed to initiate local price and rent stabilization and rationing. If the Nation 
should suffer an atomic attack, it would be unrealistic to expect comprehensive 
national economic measures to be administered quickly and effectively in the 
chaos of the immediate postattack situation. Consequently, the guidelines deal 
with State and local emergency actions that could be instituted immediately in 
the relatively undamaged areas of the country to maintain a functioning economy, 
to conserve our national strength, and to provide the foundation and source of 
resources to support postattack recovery action. 

Defense mobilization orders have been issued to various Government agencies, 
delegating responsibility for the development of mobilization preparedness 
measures relating to both direct and indirect stabilization plans and policies, 
and there has been a growing interest in this area during the past year. 

The Department of Labor is preparing emergency measures for a wartime 
wage and salary program as a constituent part of an overall emergency stabili- 
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zation plan. After a sudden attack, these measures would be administered 
initially by the Labor Department and its personnel. 

Chief reliance for the development of fiscal, monetary, and credit programs 
and policies is on the Treasury Department and the Federal Reserve Board, 
with active help from many agencies, including the Council of Economic Ad- 
visers, the Bureau of the Budget, the Federal Home Loan Bank Board, the 
Federal Deposit Insurance Corporation, the Farm Credit Administration, the 
Department of Health, Education, and Welfare, the Department of Labor and 
the Housing and Home Finance Agency. The highlight of the work in this area 
during the past year was the completion by the Federal Reserve Board of a 
comprehensive proposal for preattack planning for postattack financial and 
economic rehabilitation. This proposal is being used as an important base for 
continued interagency work to resolve the policy issues involved in determining 
how a mobilized economy of our kind can restore and rehabilitate itself after 
a large-scale atomic attack. 


VI. ForEIGN TRADE 


Section 7 of the Trade Agreements Extension Act of 1955 (Public Law 86, 
84th Cong., approved June 21, 1955) amended the 1954 act to make the Director 
of ODM responsible for advising the President whenever he has reason to 
believe that imports are entering the United States in such quantities as to 
threaten to impair the national security. The President, if he agrees that there 
is reason for such belief, is to cause an investigation to be made to determine 
the facts. If, on the basis of such investigation, the President finds that the 
article is being imported into the United States in such quantities as to threaten 
to impair the national security, he is authorized to take such actions as he 
deems necessary to adjust the imports of the article to a level that will not 
threaten to impair the national security. 

The function of the ODM Director under the 1955 amendment is solely and 
entirely to “advise the President,” and then only whenever he “has reason to 
believe that any article is being imported into the United States in such quanti- 
ties as to threaten to impair the national security.” The statute under which 
ODM proceeds does not require that public hearings be held; nor do the general 
principles of administrative law call for notice and opportunity to be heard for 
the persons affected. Nevertheless, in carrying out this function, the Director 
has made it a practice to hold public hearings whenever domestic industries 
petition the Office of Defense Mobilization for relief and it appears that such 
hearings would provide an effective means of acquiring useful information 
and viewpoints. 

The information obtained through public hearings is studied, analyzed, and 
coordinated with other facts at hand and on file with the Office of Defense 
Mobilization. Other agencies of the Government are consulted to obtain their 
views and knowledge. The information and advice developed by this procedure 
enables the Director to consider all domestic factors concerning a petitioning 
industry, our relationships with friendly countries and allies of the free world, 
and the effects of restrictions on imports upon United States exports. The net 
result of this process assists the Director in arriving at a judgment concerning 
a petition and serves as the foundation upon which he bases his reason to believe, 
if such is the case, that any article is being imported into the United States in 
such quantities as to threaten to impair the national security. 

On April 23, 1957, the ODM Director advised the President that he had reason 
to believe that crude oil was being imported into the United States in such 
quantities as to threaten to impair the national security.* The President there- 
upon ordered an investigation to determine the facts, as required by section 7 of 
the act. Meanwhile, the President requested the Director of ODM to examine 
the possibility that oil imports might effectively be limited by individual volun- 
tary action of the importing companies. 

On June 26, 1957, the President appointed a Special Cabinet Committee to 
investigate crude-oil imports with a request that it report its findings and 
recommendations at the earliest practicable date. On July 29, 1957, the Presi- 
dent approved the recommendations of the Committee and ordered them to be 
put into effect. 

The Committee found that increased volume of crude-oil imports and the pro- 
posed imports for the latter half of 1957 threatened to impair the national 


*A review of the earlier oil crisis in the Middle East was covered in ODM’s March 14, 
1957, report, Defense Mobilization in a Full Economy. 
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security and that this threat, under existing conditions, required a limitation on 
imports. The Committee recommended that, unless the importing companies 
complied voluntarily with the import limitation plan set forth by the Committee, 
the President find that there is a threat to the national security within the 
meaning of section 7 of the Trade Agreements Extension Act of 1955. The De- 
partment of the Interior was designated to administer the voluntary oil import 
program, and the Committee was continued in active status pending the outcome 
of the voluntary program. 


CURRENT STATUS OF PETITIONS 


As of August 31, 1957, ODM had been requested to consider 14 petitions for 
restrictions upon imports under the national security amendment. The status 
of these requests for investigation under section 7, Public Law 86, 84th Congress, 
is shown in appendix C. 

The petitions for photographic shutters and for stencil silk were withdrawn 
by action of the submitting industry group. 

The petition for fluorspar was canceled at the request of the petitioners after 
the Office of Defense Mobilization had scheduled a public hearing. This action 
was taken to allow time for the industry to evaluate the effects of the Govern- 
ment purchase program authorized by Public Law 733, 84th Congress, which 
legislation was passed before the date scheduled for the fluorspar hearing. At 
the time of cancellation of the hearing, it was agreed that the industry asso- 
ciation would be permitted to request a new hearing date upon 6 weeks’ advance 
notice to ODM. 

The Felt Association requested the postponement of action on their wool-felt 
petition pending the results of their escape-clause action before the United 
States Tariff Commission. 

Action on the petition for wooden boats has been delayed because of the 
petitioning association’s difficulty in obtaining information from its members. 
The association agreed to revise and supplement its petition at a later date. 

In the case of the petitions for analytical balances and clinical fever thermom- 
eters, the respective petitioning association and guild agreed to restudy their 
petition and supporting data with members of their industry. In May 1957, 
both petitioners notified ODM of their continuing interest and intent to file sup- 
plementary data for their respective petition. Such data have not been filed 
as of August 30, 1957. 

A public hearing was held by ODM on January 7-9, 1957, to hear arguments 
for and against the petitions of the clock, pin-level watch, timer, and jeweled 
watch industries. The material obtained on these cases has been under active 
study with the cooperation of the United States Tariff Commission, the De- 
partment of Labor, the Department of Defense, and the Department of Com- 
merce. A decision on these petitions is anticipated in the near future. 

A publie hearing was held on September 11-12, 1956, on the petition regarding 
imports of hard fiber cordage and twine. On March 7, 1957, the Office of Defense 
Mobilization rendered a negative decision regarding the cordage petition, find- 
ing that imports of hard fiber farm and industrial twines were not threatening 
to impair the national security within the meaning of section 7 of Public Law 
86, 84th Congress. On July 1, 1957, the Cordage Institute on behalf of its in- 
dustry members requested reconsideration of this decision. After a preliminary 
examination of the brief submitted with the request, the Cordage Institute and 
other interested parties were notified on August 20, 1957, that a further study, 
including a review of the March 7, 1957, decision, had been ordered. 

A public hearing was held on June 3-4, 1957, in connection with the petition 
on imports of wool textiles. The information submitted for this case is under 
current study. 

Petitions regarding imports of fine mesh wire cloth and dental burs were filed 
during May 1957, and the processing of these cases has been started. On August 
28, 1957, the American Dental Trade Association withdrew its petition regarding 
imports of dental burs. 
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NATIONAL DEFENSE PRODUCTION 
APPENDIX A 


EXPANSION GOALS CLOSED DURING THE PAST YEAR 
Title 
Iron ore, taconite 
Nickel 
Chromite, chemical grade 
Tankers, oceangoing 
Mercury 
Steam turbines 
Steam boilers 
Welded aluminum tubing 
Heavy aluminum aircraft forgings 
Tapered aluminum sheet 
Aircraft, commercial 
Scientific instruments ¢ 
Aluminum sheet producing and heat-treating facilities 
Selenium 
Steel castings 
Manganese ore, battery and chemical grade 
Medical supplies and equipment 
Alkylate facilities 
Heavy steel plates 
Titanium melting facilities 
Aluminum forging facilities 
Titanium processing facilities 
Power facilities for military and AEC 
Oil and gas pipeline and storage facilities for military use 
Substitutes for strategic natural mica 


FOALS OPEN But No LoNGER ELIGIBLE FOR ISSUANCE OF RAPID AMORTIZATION 


997 


ami 


229 


CERTIFICATES OF NECESSITY 


Roll-on, roll-off ships 
Liquid oxgen and liquid nitrogen for defense use 
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APPENDIX C 


Executive Office of the President, Office of Defense Mobilization—Status of 
requests for investigation under sec. 7, Public Law 86, Aug. 31, 1957 


Industry Presented by Date of action 

Analytical balances.____.| Scientific Apparatus Makers Associa- | Filed Feb. 6, 1956; restudy by associa- 
tion, 20 North Wacker Dr., Chicago, tion, July 27, 1956; refilled May 24, 
il. 1957. 

Burs, dental. - American Dental Trade Ass%ciation, | Filed May 22, 1957; withdrawn Aug. 28, 
1016 Vermont Ave. NW., Washing- 1947. 

s ton, D.C. 
Clocks, pin-lever | Clock & Watch Manufacturers Asso- | Filed Apr. 18, 1956; hearing held Jan. 7 
watches and timers. ciation ef America, Inc., 1625 K St. and 9, 1957. 


NW., Washington, D. C. 
Cordage (hard fiber, | Cordage Institute, 350 Madison Ave., | Filed July 12, 1955; hearing held Sept. 
cordage, and twine). New York 17, N. Y. | 11 and 12, 1956; negative decision, 
Mar. 7, 1957: decision appealed, July 
1, 1957; restudy ordered, Aug. 20, 


1957 
Fine-mesh wire cloth_- The Industrial Wire Cloth Institute, | Filed May 6, 1957. 
| 75 West St., New York, N. Y. 
Fluorspar..--- ..| Committee Representing American | Filed June 21, 1955; hearing scheduled 
| Fluorspar Producers, care of Mr. Nov. 13, 1956; canceled by petitioners, 
Clyde Flynn, attorney, Elizabeth- Nov. 1, 1956. 
town, Il. | 
Oil_. es _...| Independent Petroleum Association | Filed Aug. 7, 1956; hearing held Oct. 22 
of America, 1110 Ring Bldg., Wash- | and 24, 1956; referred to President, 
| ington, D.C. Apr. 23, 1957. 
Photographic shutters___| Wollensak Optical Co., 850 Hudson | Filed Feb. 24, 1956; withdrawn Apr. 17, 
Ave., Rochester, N. Y. | 1956. 
Stencil silkk_..______..._.| Albert Goode Bedin, Inc., 437 Fifth | Filed Nov. 2, 1955; withdrawn Apr. 5, 
| Ave., New York, N. Y. | _ 1956. 
Thermometers, clinical, | American Clinical Thermometer | Filed Jan. 13, 1956; restudy by guild, 
fever. |} Guild, 110 East 42d St. | July 24, 1956; refiled May 24, 1957. 
Watches, jeweled_____._..| American Watch Manufacturers As- | Filed Dec. 29, 1955; hearings held Jan. 7 


| 
sociation, Inc., 1100 Shoreham Bldg.,| and 9, 1957. 
Washington, D. C. 
Wooden boats-_.......--- |} American Boat Builders & Repairers 
Association, Inc., 2382 Grand Con- 
| 


course, New York, N. Y. 


Filed Sept. 14, 1956: petition to be re- 
vised by association Dec, 4, 1956. 


WE caren cectacaed | The Felt Association, 75 West St., | Filed Apr. 20, 1956; postponement re- 
, | New York, N. Y. | quested by association May 27, 1957. 
Wool textiles. _.....___- .| National Association of Wool Man- | Filed Mar. 14, 1956; hearings held June 


| ufacturers, 386 4th Ave., New York, 3 and 4, 1957. 
is ee 





DEPARTMENT OF COMMERCE 


THE SECRETARY OF COMMERCE, 
Washington 25, October 4, 1957. 
Hon. A. WILLIS ROBERTSON, 
Chairman, Joint Committee on Defense Production, 
United States Senate, Washington, D. C. 


DEAR Mr. CHAIRMAN: There is transmitted herewith the annual report of oper- 
ations of the Department of Commerce under the Defense Production Act which 
you requested in your letter of August 8, 1957. 

If we can be of any further assistance, please do not hesitate to call upon us. 

Sincerely yours, 
WALTER WILLIAMS, 
Acting Secretary of Commerce. 
Enclosure. 
AUTHORITY AND RESPONSIBILITIES 


The Business and Defense Services Administration was established on Octo- 
ber 1, 1953, by Department of Commerce Order No. 152 (18 F. R. 6503), as amended 
October 14, 1953 (18 F. R. 6791), and August 12, 1955 (20 F. R. 6263). It suc- 
ceeded the National Production Authority which was abolished by the same 
order. By Department of Commerce Order No. 152, the Secretary of Commerce 
delegated to the Administrator of the Business and Defense Services Administra- 
tion the authority and functions vested in the Secretary under the Defense Produc- 
tion Act of 1950, as amended and extended (except with respect to the use of 
transportation facilities and in connection with the creation of new agencies within 
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the Department of Commerce). The functions and authority thus assigned to the 
Business and Defense Services Administration are derived from and are more 
fully described in the following documents: Executive Order 10480 of August 14, 
1953 (18 F. R. 4939), as amended; Defense Mobilization Order I-7 of August 14, 
1953, as amended (18 F. R. 6736, 18 F. R. 6737) (formerly Defense Mobilization 
Order 30 (18 F. R. 5366) ; Defense Mobilization Order I-8 of February 10, 1954 
(19 F. R. 875) ; and Defense Mobilization Order VII-—5 of October 7, 1953 (18 F. R. 
6408), as amended. 

Defense Mobilization Order I-8 referred to above assigns to the Secretary of 
Commerce certain responsibilities which, except as noted earlier, have in turn 
been delegated by him to the Administrator of the Business and Defense Services 
Administration. These duties are founded in large measure upon the Defense 
Production Act of 1950, as amended, although in part they derive from other 
closely related defense and national security measures falling within the overall 
responsibility of the Director of the Office of Defense Mobilization, viz, the 
National Security Act of 1947, as amended, and the Strategic and Critical Ma- 
terials Stock Piling Act. The responsibilities thus vested in the Business and 
Defense Services Administration are described in paragraphs 2.a.—2.g. of Defense 
Mobilization Order I-8 as follows: 

“a. Current administration of the priorities and allocations program under 
Title I of the Defense Production Act. 

“b. Development and maintenance of a simplified production control system 
including the necessary supporting orders and regulations for use in event of 
stepped-up or all-out mobilization ; cooperation with the Office of Defense Mobili- 
zation and other appropriate agencies in planning other distribution controls 
related to those under his jurisdiction. 

“e, Development of estimates of defense-supporting and civilian requirements 
and of the materials and facilities needed to supply those requirements under 
conditions of a stepped-up or all-out mobilization; and the preparation of de- 
tailed studies and analyses of potential mobilization deficiencies for such items 
together with the problems involved in meeting them. 

“d. Analyses of the problems involved in maintaining an adequate mobilization 
base in defense-supporting industries and recommendations regarding necessary 
programs. 

“e, Current activities relating to the expansion of productive capacity and 
supply; recommendations for the establishment or modification of expansion 
goals and the programs needed to meet those goals in order to overcome de- 
ficiencies in the mobilization base; screening and making recommendations on 
requests for rapid tax amortization and for loans and procurement contracts 
under the Defense Production Act and maintaining the records required to 
measure progress in achieving expansion goals. 

“f. Provides the Office of Defense Mobilization with estimates of requirements 
of industrial consumption in connection with the stockpiling of strategic and 
critical materials. Assists the Office of Defense Mobilization in formulating 
plans for the stockpiling of strategic and critical materials and, to the extent 
necessary, in the acquisition of such materials and the expansion of domestic 
sources of supply. 

“g. Guidance and leadership to industry in the development of plans and pro- 
grams to insure continuity of essential production in event of attack; identifica- 
tion and rating of facilities, including materials, products, processes and services, 
based on the relative importance thereof to military and defense-supporting 
production and the essential civilian economy.” 

{Guidance to local dispersion committees; and the review and approval of local 
dispersion programs (par. 2.h. of DMO I-8) was assigned to the Office of Area 
Development of the Department of Commerce by Department of Commerce 
Order No. 164 of August 10, 1956 (21 F. R. 6719).] 


BUSINESS AND DEFENSE SERVICES ADMINISTRATION 


ADMINISTRATIVE DEVELOPMENTS 


During the period covered by this report emphasis continued to be placed 
upon giving full support to the current military and atomic energy programs. 
In February 1957 the Administrator announced the realinement of the defense 
staff service area of the BDSA, under direction of the Director of Industrial 
Mobilization. These services encompass all staff offices formerly responsible for 
the several defense and mobilization programs of the agency. The realinement 
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has provided improved direction, coordination, and testing of the mobilization 
preparedness and defense programs and has facilitated BDSA operations in 
these programs. It has resulted in increased efficiency of operation and better 
utilization of the manpower both in the staff area and in the operating divisions. 

$y congressional action, the appropriation of the Business and Defense 
Services Administration for fiscal year 1958 was reduced by $1,393,000. It was 
further indicated by the Appropriations Committee that this reduction should 
be taken in the programs carried out by ..e industry divisions, the activity of 
the agency engaged primarily in current defense operations and mobilization 
preparedness programs. 

Action was taken to eliminate approximately 125 positions, over one-third 
of the authorized staffing of the industry divisions. Reduction-in-force proce- 
dures were carried out during the month of June in order to remove the indi- 
cated personnel from the payroll by June 30, 1957. This substantial reduction 
of personnel in the industry divisions required a complete review of ail pro- 
grams for the purpose of determining the necessary revisions. 

The reduction was accomplished in such a way as to insure that the agency 
can continue to carry out its responsibilities in connection with the Defense 
Production Act and other programs designed to support the current procure- 
ment requirements of the military and Atomic Energy Commission, as well as 
the basic responsibilities of the Department of Commerce which come under 
its jurisdiction. 

PROGRESS ON CURRENT DEFENSE PROGRAMS 


Special assistance for military and AEC programs 

During the year ending September 30, 1957, BDSA processed 8,400 special 
assistance cases representing a value of $414,413,223. 

These figures represent a decrease of 26 percent in the number of cases, but 
an increase of 27 percent in dollar value compared to the year ended September 
30, 1956, when 11,382 cases having a dollar value of $326,252,308 were processed. 

The decrease in number of cases is largely due to the decrease in production 
and allocation directives and interim changes to the preference list on machine 
tools, which accounts for 1,804 of the 2,982 case decreases. However, the re- 
quests for special assistance from the Department of Defense decreased more 
than 1,000 cases, most of which occurred during the second and third quarters 
of 1957. This was attributable to cutbacks on some of the defense contracts 
and the easing of the tight supply of structural steel and plate, certain chemicals 
and gaseous materials, and metalworking equipment. The major areas of tight 
supply which continue to require special assistance are scientific instruments, 
electronic equipment, electrical equipment, metalworking equipment, nickel 
alloys and certain industrial equipment, all of which are urgently needed in 
the defense programs. 

Further details regarding the special assistances cases processed by BDSA 
during the year ending September 30, 1957, are shown in the accompanying 
table. 
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Special assistance report for year ending Sept. 30, 1957 














Cases | Value 
Directives and DX ratings: 
Department of Defense-_- Winey ies antl ates gends imeiedane aoeneeil 13,468 | $284, 214, 678 
BOGIES, © II oon seus pmsl eten behaniean died eetremeard 271 6, 022, 160 
Canadian. _- : cvadsbsndduseeeeed ss euseiauwbabiowa 55 182, 563 
All othiere. Civic. sii. i icerssds cD cbutah bi'sitetllntalnd hehe bls ok eles wate ldap intees eeibiccaia 24 195, 338 
in chin oy Sea eoplte -gumy 6h eens de tee 3, 818 290, 614, 739 
Priorities (DO eal ah 
Canadian. che ae unlatnaats heceg eden emetadine Th. m= genie speiamays eieeieaniiceaiaee s 511 86, 945, 361 
Foreign. a acipeet wouragndacevscapecenebaninemetiaiaaeea 27 855, 867 
Prive ite (D program) -__- , scab sebe Sew ci she Jane eest os oneal 15 3, 419, 474 
OE ccna Sicbarst ivte enticed nlbvienecipnkd eos ink panne 553 91, 220, 702 
——————eSSS Eee 
DMS (controlled materials): 
Canadian military (C5)_..-- ak irae nw adbtts i nielle: « anchellaahasans 172 8, 981, 829 
Oasieriast Daas Wee CI) duis. ~ hanks bids dcannvdsendhaciswshcabened MM 3, 919, 800 
Foreign (munitions list) (C4)- Se Sale sviicndp eid raeiiatedtien tae a eineie ae 4 277, 470 
POreeet: (ites ees COGN. 0 on oo cnc... cc wcucvennticconuioohonane 20 294, 239 
Private (defense-supporting) (D5). .-.-.-...-.---.-.0...222-2.--2--c0nsee} 92 19, 104, 4 
 aenininnaneiaieanenalianien 
Total_. otnarnsinn od.ntinigma te nesisie <ape &iledaeia anaes ocaadieainenaaaaae 372 32, 577, 782 
Srigerisn Goblets CAA4R) 6 i cts ndlicndntddndctliini a cccdsdbadbbiedss cdeackin hs 3, 083 0 
Allocation and production QT anes ido deninss <b Noose dd ae 574 0 
arebg kG eh ol l eale aabel sl ee 23, 657 0 
= | 
CRE EOOG1 PS ida hate ang) - ands detiewlignehibibtienteseenbnmadedel 8, 400 414, 413, 223 


1 Includes 742 cases for which no dollar value was available. 
2 Production schedules and allocation directives, dollar value not involved. 
3 Estimated. Month of September estimated, based on caseload for August, 


Ballistic missiles 

Pursuant to a policy decision made by the Director of the Office of Defense 
Mobilization and after discussion with representatives of the Office of Defense 
Mobilization and the Department of Defense, BDSA took action during January 
1957 to aecord top priority to the procurement of materials by contractors 
and subcontractors engaged in production, construction, and research and 
development for the intercontinental ballistic missiles and intermediate range 
ballistic missiles programs (ICBM-IRBM). 

These actions which were taken under authority of the Defense Production 
Act of 1950, as amended, include the following: 

(a) Delegation of authority to the Secretary of Defense authorizing the use 
of the DX rating in support of the ICBM-IRBM programs. Contracts and 
purchase orders having DX ratings take priority over DO rated defense orders 
as well as unrated orders. 

(b) The issuance of direction 8 to BDSA Regulation 2 requiring suppliers 
rec eiving DX rated orders to give notification of their acceptance or rejections 
within 5 days after receipt. This action has had the effect of minimizing delays 
in placing and filling orders for the ballistic-missiles programs. 

(c) Issuance of direction 10 to DMS Regulation 1 and direction 4 to DMS 
Regulation 2 requiring persons who need controlled materials to fill DX rated 
orders to identify their controlled materials orders with the letters DX. This 
serves to identify orders to the suppliers of controlled materials although the 
present rules in the defense materials system continue to apply to deliveries 
of controlled materials to these programs. 
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(d@) The issuance of especially identified administrative forms to be used by 
Government agencies for the authorization of production and construction sched- 
ules, the assignment of DX ratings, and the allotment of controlled materials 
to contractors engaged in production, construction, or research and development 
for the ballistic-missiles programs. 

In April 1957 BDSA took further action in its support of the ballistic-missiles 
programs by the issuance of amendment 1 of direction 4 to DMS Regulation 1, 
relating to production, and amendment 1 of direction 3 to DMS Regulation 2, 
relating to construction. These two amended directions authorize manufac- 
turers and construction contractors having DX rated orders, who are unable to 
obtain materials for maintenance, repair, and operating supplies without priority 
assistance to fulfill such orders, to use the rating DX—D-9 to obtain such main- 
tenance, repair, and operating supplies. These actions serve to provide addi- 
tional support to production, construction, and research and development under 
the ballistic-missiles programs. 

Operations affecting basic materials 

Aluminum and magnesium.—Aluminum set-asides for defense programs under 
the defense-materials system were established as follows during the year 
ending September 30, 1957: October to December 1956, 146 million pounds; 
January to March 1957, 137 million pounds; April to June 1957, 140 million 
pounds; July to September 1957, 145 million pounds; October to December 
1957, 128 million pounds. These set-asides averaged about 15 percent 
of the primary metal availability. The entry of one new producer into 
the field and the changing structure of the industry since 1952 made necessary 
the issuance of amendment 1 to Order M—5A, Aluminum. This amendment estab- 
lished individual company set-asides on each company’s total shipments during a 
base period of the first 6 calendar months of 1956, instead of the established 
fourth quarter of 1952. 

As a result of an increased supply of aluminum and a temporary lull in 
demand, over 300,000 tons of aluminum have been offered for “put” to the 
Government by the primary producers under the provisions of the contracts 
made with the General Services Administration covering production of the 
new facilities developed during the Korean emergency. In spite of the temporary 
lack of demand, expansion of planned primary capacity under construction is 
being continued. The industry is optimistic that developments of new uses 
and applications will increase demand to new levels. 

On November 26, 1956, the Office of Defense Mobilization closed the 5 
remaining expansion goals for aluminum, after determination that sufficient 
capacity existed to meet presently known mobilization requirements. The 
expansion goals were: No. 91, welded aluminum tubing; No. 99, heavy aluminum 
aircraft forging; No. 134, tapered aluminum sheet; No. 177, aluminum sheet 
producing and heat-treating facilities ; No. 222, aluminum forging facilities. 

Production directives were issued to schedule the operation of critical equip- 
ment producing special items for defense purposes. 

While primary aluminum was in adequate supply permitting the removal of 
short supply restrictions, an aluminum scrap export quota of 4,000 tons was 
established for the fourth quarter of 1956. During the first quarter of 1957, 
this quota was established at 5,000 tons and was subsequently raised to 7,000 
tons, with 8,000 tons set for the second calendar quarter. With the improved 
supply situation, aluminum scrap was open-ended for the third quarter of 1957, 
thus removing quantitative export limits. 

The materials survey on aluminum prepared for the Office of Defense Mobili- 
zation was published and made available to the public by the Superintendent 
of Documents. A separate classified section on United States facilities was pre- 
pared and distributed to the Office of Defense Mobilization and other Govern- 
ment agencies. 

A study on consumption of primary aluminum pig by geographical location of 
consuming plants was prepared and submitted to the Office of Defense Mobiliza- 
tion to be used in reviewing plans for stockpile storage locations of aluminum. 

Special classified component studies on aluminum and magnesium extrusions 
and forgings were prepared and submitted to the Office of Defense Mobilization 
to be used in determining the adequacy of existing facilities to produce these 
items in event of mobilization. 

A special study is being made, in collaboration with the Magnesium Associa- 
tion, to determine the magnesium casting capacity. 
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A complete review of the aluminum industry plant capacity in various products 
is being made, with special attention on sheet and plate, rod, bar, wire, and cable. 

A survey of aluminum, copper, iron and steel industrial scrap generated in 
1954, made by the Bureau of the Census in collaboration with the Business and 
Defense Services Administration, has been completed and will be made available 
to the public as a BDSA publication. This report shows the amount of scrap 
generated by various manufacturing industries and the percentage of metal con- 
sumption represented by such scrap generation. A geographical breakdown is 
also given. The survey provides information of considerable value in mobiliza- 
tion planning. 

Copper.—In response to requests for special assistance under the defense 
materials system, 66 directive actions were taken. Formal directives were issued 
in 40 instances, with 26 requests being settled informally without resorting to 
formal directive action. These directives are essential for defense contractors 
who must meet scheduled deliveries under contract and be assured of timely 
procurement of controlled materials necessary for defense production. 

BDSA Order M-11A was amended three times during the annual period cov- 
ered by this report to assure acceptance of rated orders. The order was revised 
to include definitions of copper raw materials to conform to BDSA regulation 2, 
amendment 3, permitting the extension of ratings for copper-nickel alloy ingots, 
shot and waffle. The order was also amended to change the base period for 
computing set-asides from the first half of 1952 to the calendar year 1955. BDSA 
Order M-11A is an essential part of the defense materials system, which pro- 
vides the nucleus of a system capable of rapid expansion in the event of emer- 
gency. 

The program for rephasing deliveries of refined copper to Government account 
by producers who had both scheduled and/or deferred amounts of refined copper 
under contracts, put into operation by GSA in May 1956, continued as scheduled. 
During the period of this report, a total of 40,044 short tons of refined copper were 
delivered to Government account, with an a lditional 10,019 short tons scheduled 
for delivery in third quarter, 1957. 

Reported deliveries of copper controlled materials to fill defense orders for 
the period October 1, 1956, to June 30, 1957, amounted to 85,935,000 pounds, or 
about 2.5 percent of deliveries for all uses. 

Submitted recommendations covering exports of copper raw materials to the 
Advisory Committee on Export Policy. Quotas established by the committee are 
shown in the accompanying table. 


Export quotas for copper raw materials 





4th quarter, Ist Quarter, 2d quarter, | 3d quarter, |4th quarter 
1956 1957 1957 1957 1957 
Refined copper from domestic | 2,000 short toms.| (!)_.........-..- Dininienbines Pn nnteeyah Me 
ores. 
Unalloyed copper scrap_-.......- 9,000 short tons_| 12,000 short icdsaccaes Oi sind (@). 
tons. 
Copper-base alloy scrap.........| 18,000 short 21,400 short tins Pe iiatiae (). 
tons. tons. 
Copper-base alloy ingot ..--| 1,000 short tons.} (1).......-.-..- AS tae iy Patewsee (). 
Copper-nickel alloy scrap (con- | Closed.....-.-.-- a Closed....] ()......... (4) 


taining 5 percent or more 

nickel). 

1 Open-ended. 

2 Open-ended: Removed from short-supply export controls and retained on the positive list for security 
reasons only. 

3 Restricted: Export licenses granted on the basis of a 90-percent return to the United States in the form 
of nickel metal. 

4 1,000,000 pounds gross metal weight. 


Studies of facilities producing copper and copper-base alloy products, includ- 
ing changes in production capacity and new plant information were made in order 
to revise Industry Evaluation Board studies where necessary. The analyses and 
review of the wire mill facilities survey will provide essential information for 
expanding the Industry Evaluation Board study of the wire mill facilities. A 
survey of facilities for the production of Teflon insulated wire was also made. 

Collaborated with Bureau of Mines, Department of the Interior, in the prepara- 
tion of an evaluation study of copper mines, smelters, and refineries. 
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Assisted by the Departments of Defense, Navy, and Maritime Administration, 
a survey of watertight shipboard cable production facilities and requirements 
was conducted and is now under final review and analyses. 

Iron and steel_—aAll iron and steel requirements of the defense program were 
met in full throughout the year. Strikes in the oxygen and nickel industries in 
the first calendar quarter of 1957 had minor effects on overall steel production 
but did not interefere with the filling of defense orders. Set-asides were adjusted 
as needed, to maintain full coverage of defense requirements. Special assistance 
to expedite the delivery of iron and steel against defense orders was provided 
informally. The importance of steel to the defense program will require con- 
tinued activity along the same lines as previously. 

To clarify the BDSA regulations controlling the production and distribution 
of iron and steel (M-1A) and to provide a better basis for transition to an emer- 
gency control system when required, a revised order will be issued in the near 
future. 

New mobilization requirements figures became available in August and the 
ability of the steel-producing industry to meet these requirements is being 
studied. To date no determinations have been made as to the adequacy of 
capacity, although it appears that tight situations may exist with respect to 
certain specific products, 

A survey of ferroalloy capacity is underway, primarily for use in mobilization 
planning. Particular products under special study included tungsten, tungsten 
carbide, columbium-tantalum, and vanadium. A comprehensive materials sur- 
vey on tungsten, prepared for ODM, was published. A similar report on chrome 
is in process. 

Studies which have been made on both heavy and light steel castings indi- 
cate a serious shortage under mobilization conditions, a situation emphasized by 
the full mobilization requirements figures recently submitted by ODM. The steel 
castings goal was closed on June 30. Concurrence in this action was made with 
the understanding that after mobilization requirements had been received, BDSA 
would recommend to ODM actions which should be taken to make up any de- 
ficiency that was indicated. 

Meetings were held with industry advisory committees to discuss, among 
other things, defense requirements for forgings. Because of important changes 
taking place in such requirements, the industry was alerted to the necessity of 
adjusting to this situation and recommendations were made for more fre- 
quent meetings between industry and government. 

Pending the completion of studies on mobilization requirements for steel, 
preliminary work was done on determining requirements for pig iron and scrap, 
as well as ferroalloys. 

Nickel allvys.—A group of nickel and nickel-containing materials defined as 
nickel alloys was added to the groups of metals and alloys designated as con- 
trolled materials, effective for the fourth quarter of 1956. The inclusion of 
these alloys in this system, together with those already so designated, made es- 
sentially all defense nickel and nickel-containing materials subject to close 
scrutiny with respect to requirements, shipments, and usage. 

During the fourth quarter 1956, rated shipments reported by nickel alloy 
producers did not correspond too closely to estimates of defense requirements, 
as was expected, since that was the first calendar quarter after the designation 
of nickel] alloys as a controlled material. 

In the first quarter of 1957, estimates of requirements exceeded actual re- 
ports of shipments but this was due to a strike of over 2 months’ duration at 
the plant of International Nickel Co. at Huntington, W. Va., the largest pro- 
ducer of these alloys. During much of the strike period, shipments of defense- 
rated materials were made with little or no interference on the part of the 
strikers. It is noteworthy that these partial shipments, plus extremely effective 
action in screening of the important requirements by defense agencies at the 
termination of the strike, resulted in negligible delay in deliveries by defense 
contractors of equipment requiring these alloys. 

During the second quarter, reported shipments of nickel alloys would have 
reached the approximate level of the fourth quarter 1956 except that the Inter- 
national Nickel Co. mill did not achieve full operation in April, the first month 
after the strike. Third-quarter shipments of these materials by producers ap- 
pear to be at about the same level as the second quarter. However, there is an 
evident downward trend in requirements for primary nickel to produce nickel 
alloys for delivery in future quarters. This results from the stretchout in 
defense requirements, principally for the jet engine program. 
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During the first quarter of 1957, comprehensive studies were undertaken to 
determine the uses of all nickel obtained with defense ratings and the actual 
requirements for primary nickel to make the various types of rated materials 
containing nickel. The data obtained in the course of these studies were proc- 
essed by UNIVAC by the Bureau of the Census. Final results were obtained 
late in the second quarter. The application of new factors developed through 
this study for translating the Department of Defense estimates of net weight 
requirements of nickel alloys and other materials into primary nickel require- 
ments was reviewed jointly with representatives from Department of Defense 
and the Office of Defense Mobilization. It was concluded that the designation 
of “nickel alloys” as controlled materials has resulted in more accurately esti- 
mating the requirements and use of these materials per se. The study of this 
group of alloys also indicated that conversion factors previously used for esti- 
mating primary nickel requirements were too low with respect to average nickel 
content of the alloys as well as for nickel losses occurring in the production 
of these alloys. Use of the new factors should eliminate much if not all of the 
disparity which formerly existed between estimated and actual nickel re- 
quirements. 

Miscellaneous metals and minerals.—Supplies of diamond crushing bort and 
powder, inadequate to meet industrial requirements in 1956, were further re- 
duced in 1957. Three increases in the basic price of this material have been 
made by the principal foreign supplier since January 1956. In view of the 
stringency in supply, this Agency has recommended that no crushing bort be 
purchased or accepted by any Government purchasing agency in excess of the 
normal quantity acquired annually for the stockpile under contract with the 
foreign producer and distributor. Quantitative restrictions on exports remained 
in effect. 

The supply situation in strategic qualities of block and film mica for the 
stockpile continued unsatisfactory and objectives remained far from completion. 
The monetary situation in certain supplying countries, labor difficulties, aggressive 
bidding by foreign consuming countries for scarce types, and other economic 
factors combined to reduce available supply. Work continued on a Government- 
financed research program recommended by this Agency, having as its objective 
the development of a mica substitute for use in strategic applications. 

During the year ending September 30, 1957, the supply-requirements situa- 
tion in selenium was completely reversed, as consumption rapidly declined during 
1957, principally because of the substitution of high-purity silicon for selenium 
in rectifiers. The quoted price for commercial grade selenium, which had been 
$15.50 a pound in December 1956, declined to $12 on January 1, then to $10.50 
on May 28, 1957. Consumption during the first 4 months of 1957 dropped more 
than 50 percent from the corresponding period in 1956. Quantitative export 
controls were changed from a quota to an open-end basis on May 2, and short 
snpply controls were removed completely on August 27. 

The peak of demand for, and production of, titanium mill products was 
passed during the second quarter of 1957, as the reduced pace of aircraft pro- 
curement began to affect the industry. Because of the expansion of melting 
and processing facilities, and the subsequent reduction in military requirements, 
there is now excess capacity in titanium. Industry representatives have re- 
quested the continuation of mill scheduling under the provisions of order M-—107, 
as one means of keeping Government advised of their order situation; but each 
company is now concentrating on the development of a commercial market to 
supplement reduced defense business. 

Plants for the production of hafnium-free zirconium, which is used in atomic 
reactors, are rapidly being completed, and the construction program will result in 
sufficient capacity to meet the foreseeable demand. 

The supply of high purity tantalum suitable for military types of capacitors is 
still insufficient to meet increasing demands. A few new companies have re- 
ported production of powder and ingots, but only a small quantity has been rolled 
satisfactorily into sheet and foil. Several experienced rolling mills are assisting 
the producers and it is expected that appreciable quantities will be obtained from 
these new sources in the last quarter of this year. The outlook for increased 
supplies in 1958 is favorable at this time. 

Production capacity for columbium now appears to be more than adequate to 
supply all present demands and the producers plan to convert some of their 
equipment to the production of tantalum. 
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Supplies of lead and zine were in excess of demand throughout the year 
ending September 30, 1957, with several price declines occurring in each of the 
metals. Zine smelter inventories of slab zinc on July 31, 1957, were 146,153 short 
tons, the highest figure since January 1, 1954. Imports were at a higher rate 
than in 1956, while domestic mine production was declining, with several mines 
closing down during August. The lead and zine mining industry showed increased 
degrees of distress. No action was taken on the several bills presented in the 
Congress relating to increased tariffs on imports of these metals, and it has 
been reported that the industry will again request a Tariff Commission hearing 
under section 7 (the escape clause provision) of the Trade Agreements Extension 
Act of 1951. 

Consumption of tin also declined in 1957, being approximately 5 percent lower 
than in 1956. The price of tin reacted during the third quarter to the lower prices 
of other metals, dropping from 9714 cents a pound on June 30 to 98% cents 
on August 24. 

Current problems relating to the defense program 

Nickel.—Effective the fourth quarter of 1956, essentially all nickel from the 
Government’s stockpiling program was diverted to industry. With the increased 
supply of nickel to the United States during the first three quarters of 1957 and 
the Government authorization for total diversion for this period, the availability 
of nickel to industry increased materially. Except for the contracted quotas of 
one of the smaller producers which failed to amend its contract to permit diver- 
sion during the first and second quarters, all scheduled shipments of nickel to 
Government have been offered to industry during the first three quarters. 

The net effect of these diversions coupled with decreased defense requirements 
during this period was a Civilian nickel availability above any recent period. 
However, approximately half of the total civilian nickel was priced above the 
current market price for this material. Therefore, despite the apparent softening 
of the nickel situation, there is a definitely continuing imbalance between the 
supply and demand for market price nickel. 

Although nickel required for defense purposes Closely approached the post- 
Korean peak during the month of January 1957, it is significant that there has 
been a progressively decreasing requirement for each subsequent month through 
September. It seems quite apparent that the decrease in defense nickel take is 
directly associated with the stretchout in aircraft programs. ‘Thus, the nickel 
take for all defense programs other than aircraft in the third quarter 1957 is 
almost identical with that for the first quarter despite the fact that the take 
during the third quarter including that for the aircraft program averaged over 
2 million pounds less per month. It is expected that at least some of the 
decrease in requirements for aircraft will be taken up by the missile progranr but 
there is no present indication as to the magnitude of the ultimate requirements 
for nickel in this latter program. 

As indicated in the section on nickel alloys, a comprehensive study was made of 
all uses of nickel obtained with defense ratings during the first quarter 1957. 
As a result of these studies, new factors were developed to translate net weights 
of all types of nickel-bearing materials to gross requirements for primary nickel. 
Preliminary joint studies with Office of Defense Mobilization and Department of 
Defense representatives indicate that the use of these new factors will largely 
eliminate the disparity which previously existed between estimates of nickel 
requirements and the actual take. 

Argon.—A strike was called on January 25, 1957, at two plants of the Linde 
Air Products Co., Inc., the Nation’s largest producer of argon gas. The capacity 
affected by the strike represented a very considerable portion of the national 
supply, with the result that a serious shortage developed among consumers during 
February. The shortage became acute in the early part of March. 

Argon is inert gas shipped to the trade in pressure cylinders or pressure tanks. 
It is used principally as a shielding atmosphere in welding operations and com- 
petes with helium, nitrogen, and other gases. However, argon is preferred in 
certain types of operations. During the period of the strike, substitute gases 
either were not available, as in the case of helium, or were unsuitable by and 
large for relief of the argon shortage. Argon is used principally in welding or 
processing stainless steel and light metia!s, such as magnesium, titanium, alumi- 
num, and zirconium. 

Inability to obtain argon caused or threatened to cause shutdowns in many 
industrial plants in the aircraft industry, railroad repair shops, hospitals, dairy 
and chemical equipment plants, farm irrigation projects, atomic-energy projects, 
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and others. Since many appeals for governmental assistance in obtaining sup- 
plies of this gas were submitted to BDSA with the support of Department of 
Defense or Atomic Energy Commission, it became apparent that many defense 
contractors and subcontractors were encountering serious supply difficulties even 
though such users had the use of priority ratings to obtain their requirements. 
Following several consultations with representatives of the Office of Defense 
Mobilization, Department of Defense, and Atomic Energy Commission, it was 
determined that immediate and direct Government action was necessary in order 
to assure adequate supplies to the most urgent needs of the defense program 
while maintaining a minimum essential supply for the needs of public health 
and safety and a few other minor essential civilian activities. Consequently, a 
finding was made under section 101 (b) of the Defense Production Act by amend- 
ing BDSA notice 1 with approval of the Director of the Office of Defense Mobil- 


ization, effective March 21, 1957. Simultaneously, BDSA Order M—108, Argon,,. 


was issued which established a ceiling limitation on the required acceptance’ 
of rated orders by producers of argon. This ceiling was set at 85 percent of each 
producer’s scheduled monthly production. The order, therefore, “permitted” 
producers to sell the remaining 15 percent to customers with nonrated orders but 
did not make it mandatory that they do so. 

In compliance with the requirement of the Defense Production Act that equi- 
table distribution be made of supplies available to civilians, BDSA issued direc- 
tives to all producers of argon directing them to sell a proportionate share of the 
quantities made available to nondefense rated customers on the basis of average 
monthly quantities shipped to each such customer against unrated orders during 
the calendar year 1956. The directive also required producers to serve the needs 
of small users by supplying a minimum of one cylinder of argon per month to any 
nonrated customer desiring such quantity. Furthermore, producers were re- 
quired to report receipt of orders from new customers to BDSA for approval be- 
fore shipment. The latter provision was deemed necessary to prevent a customer 
from placing orders and receiving shipments from several sources in excess of a 
proportionate share of the quantities normally ordered. 

it was anticipated at the time of issuance of M-—108 that BDSA might be 
called upon to issue some directives in Ajiril in behalf of the most urgent military 
or Civilian needs. However, the producing industry was able to increase output 
at operating units during April to such an extent that practically all defense 
rated orders were supplied in full, with a sufficient supply remaining to take 
care of the most essential civilian needs. The situation improved even more in 
May. Although the strike was still in effect, production in May reached a level 
comparable with the closing months of 1956, and the shortage became practically 
nonexistent. 

The strike at the two Linde plants ended in early June with the result that 
BDSA revoked notice 1 and M—108 on June 15, 1957, together with the accom- 
panying directives. 

The BDSA actions described above appear in retrospect to have been entirely 
adequate to meet the situation, which was anticipated (and subsequently 
proved) to be of short duration. Military and AEC needs were met at practi- 
cally 100 percent of requirements, and yet nondefense requirements were per- 
mitted a share of the available supply. During April, approximately half of the 
entire unrated demand was met, and in May this percentage reached practically 
10) percent. The needs of small users were essentially provided for in the direc- 
tive accompanying M-—108 and could have been backed up by specific directive 
action if necessary in unusual cases. The formal actions taken under provisions 
of the Defense Production Act were rescinded as soon as possible after settlement 
of the labor dispute. 

Liquid oxygen and nitrogen.—Technological developments within the missile 
program have created a substantial impact on the domestic industry producing 
liquid oxygen and liquid nitrogen. Gaseous oxygen and nitrogen have been 
made by the air liquefaction process for many years. Oxygen is extensively used 
in the production of steel, as well as for cutting and welding in the fabrication of 
steel products. The manufacture of liquid oxygen is a comparatively recent 
development brought about primarily to save shipping and handling costs expe- 
rienced in transportation of gaseous oxygen. Nearly all liquid oxygen is con- 
sumed industrially as a gas, but the production and shipment of oxygen as a 
liquid is useful to meet the economies of transportation. 

During the last year or two the ballistic missiles program developed the use 
of liquid oxygen as a constituent of missile propellants. Very large quantities 
are now being used in research and development of such missiles. Liquid nitro- 
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gen is also used in minor quantities for special purposes other than as a pro- 
pellant. To meet military needs the Department of Defense purchased as much 
liquid oxygen and nitrogen as it could from industry. It also authorized the 
Air Force to construct several liquid oxygen plants in strategic locations. How- 
ever, it was felt that the longer range requirements such as those for 1958 and 
1959 could be met by an expansion of commercial plants rather than through 
construction of additional Government facilities. 

In discussions between Department of Defense, Office of Defense Mobilization, 
and BDSA, prefaced by discussions with several individual producers, it was 
agreed that in view of the uncertain future of the military demand (still in the 
research and development stages) private industry could not be expected to pro- 
vide the large additional capacity needed for the uncertain military requirement 
without some incentive. Consequently, the Office of Defense Mobilization estab- 
lished the liquid oxygen and liquid nitrogen goal No. 229 on February 18, 1957. 
This goal, set at 4 billion cubic feet per year, was circumscribed to include only 
those facilities built specially by industry to meet the requirements of the mis- 
sile program. Ordinary expansions of industry to meet industrial requirements 
were not eligible, and producers were required to make a statement of availability 
of amortized facilities for defense needs. 

Qualifications for eligibility under goal 229 were expressed in the press release 
accompanying the announcement of the goal as well as in the 8 point criteria 
published by BDSA on March 26, 1957. Processing of applications for tax- 
amortization certificates began on April 25, 1957, and was concluded by the 
transmission of recommendations to the Director of Defense Mobilization on 
August 14, 1957. Total capacity certified amounted to 3,741 million cubic feet per 
year of liquid oxygen and liquid nitrogen. The estimated cost of these facilities 
is $17,07,977, 60 percent of which was made eligible for rapid tax amortization. 
Ten of the certificates issued covered facilities involving small business. The 
certificates issued substantially fill the goal and it is expected that the goal will 
soon be closed. 

Construction of the facilities to be provided under goal 229 should make it 
unnecessary for the Federal Government to build and maintain additional oxygen- 
nitrogen facilities which would represent an increase in the extent of Government 
ownership and operation of plants making commercial products directly parallel 
to those made by private industry. 

Electronics —The shortage of capacitor-grade tantalum continued through the 
third quarter of 1957. Thus the critical situation with respect to the supply 
of tantalum capacitors—needed in the fabrication of missiles and other important 
electronic equipment—also continues. This is indicated by the fact that 776 of the 
1,245 total directive actions processed on electronic equipment during the 12- 
month period were for the delivery of tantalum capacitors. 

With the installation of additional sintering furnaces in September 1957, 
additional power-producing plants that will also be in operation this year and 
additional roling capacity during the second quarter of 1958, it is believed that 
by the third quarter of 1958 the production of capacitor-grade tantalum will meet 
the military demand for tantalum capacitors. 

During the period 106 requests for tax amortization for essential electronic 
production facilities and equipment to support the defense program were processed 
and recommendations submitted thereon. 


Compliance and enforcement 

Nickel again provided the principal field of operations for BDSA compliance 
activity. Imbalance of supply and demand with concomitant upward pressure on 
prices continued the financial attractiveness of illegal placement of defense-rated 
orders both for consumption and for resale during the early part of the reporting 
period. Much of the time and effort of the BDSA enforcement staff was accord- 
ingly devoted to working in close cooperation with the BDSA Nickel Section in 
the prevention, detection, investigation, and prosecution of violations of the 
priorities regulations growing out of illegal transactions in this metal. 

As a result of a protracted work stoppage affecting a large segment of the 
argon-producing industry BDSA Order M-108, argon, was issued on March 21, 
1957. Heavy military demands for argon had made it imperative to allocate the 
limited supply both for military and for essential civilian use. The allocation 
program continued in force until the revocation of Order M—108 on June 15, 1957. 
In the interim a number of investigations were made to determine whether rated 
orders were being properly scheduled and honored by those producers who were 
still able to make deliveries. Although a few minor irregularities were dis- 
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covered, compliance appeared to be generally excellent and no major adminis- 
trative or prosecutive measures were found to be necessary. 

The enforcement staff continued to devote a substantial part of its efforts to 
assisting the 25 industry divisions of BDSA in securing compliance with manda- 
tory reporting requirements under the Defense Production Act. In several in- 
stances the facilities of the Office of Field Services of the Department of Com- 
merce were enlisted to aid in obtaining returns on these reports. In other 
cases correspondence was sufficient, although one somewhat stubborn case was 
resolved only upon the basis of a field trip by the enforcement attorney. As 
previously reported, no case of this type has as yet required formal legal action 
under the provisions of section 706 of the Defense Production Act. 

The procedure for the prevention of nickel violaitons which was developed 
during the preceding year was modified and refined and is now covered by a 
formal statement of procedures in the BDSA Manual of Administrative and 
Operating Instructions where it appears as Supplement No. 1 to Operating In- 
struction No. 4. It has been generalized to apply to materials other than nickel 
should the necessity arise. However, it has thus far not been necessary to use 
it for any purpose other than the conservation of nickel. During the reporting 
year 32 new cases were added to the list of firms against whom directives have 
been issued. A total of 64 such directives were outstanding on August 30, 1957. 

Full field investigations were conducted in several cases in order to ascertain 
whether violations had occurred which were willful and substantial and would 
merit reference to the Department of Justice for criminal prosecution. Three 
of the investigations resulted in such referrals, with several others approaching 
completion as the reporting year draws to a close. A case of unusual interest 
both to BDSA and to the Congress which has now been referred to the Depart- 
ment of Justice involves a firm whose principals refused to testify before a 
committee of Congress under claim of privilege against self-incrimination. The 
investigation of this firm was made especially difficult and long drawn out by the 
persistent refusal of its principals to supply any information or to permit access 
to its books and records except in pursuance of court order obtained under the 
provisions of sections 705 and 706 of the Defense Production Act. The necessary 
records to complete the investigation were forthcoming only after the defendants 
had been cited to appear and show cause why they should not be adjudged in 
contempt for violation of the court’s order to produce their records. 

Three cases involving priorities violations were successfully disposed of by 
the Department of Justice. One of these was a holdover from BDSA’s predeces- 
sor agency, the National Production Authority; the other two were current 
BDSA cases involving nickel violations. In one of these cases a fine was imposed 
which was wholly incommensurate with the financial reward derived from the 
violation. In the latter case, however, where willful violations were established 
which netted the violators a quick turnover profit, of some $5,200, fines aggre- 
gating $15,000 were imposed against 3 defendants, and 2 individuals each 
received 60-day jail sentences. This action received widespread publicity and 
is believed to have had important deterrent value. 

The addition to the enforcement staff of an investigator in the New York area 
and one working out of the Washington office greatly facilitated the investigation 
and disposition of cases in the eastern and central parts of the country. 
Numerous violations which appear to have taken place in the Far West have 
been partially investigated and held for completion pending appointment of a 
professional investigator for that section of the country. It is expected that the 
position created for the Los Angeles office will be filled in the immediate future 
and that the bottleneck on investigations and prosecutions from that section of 
the country will thereby be eliminated. 

The enforcement staff has continued work on amendments to the basic regula- 
tions designed to improve recordkeeping requirements and to reduce the possi- 
bility of successful violation. Order M-11A: Copper and Copper-Base Alloys, 
issued December 18, 1956, contains some of the new provisions designed to 
strengthen the compliance operation. Order M-108, which was in effect for 
about 3. months from March 21, 1957, also contained new provisions inserted for 
the same purpose. Proposals have been made to include more effective sanctions 
in the basic general orders covering both the priorities system and the defense 
materials system. Action on these changes has been somewhat delayed because 
of the fact that other substantive changes in these regulations are under 
consideration. 

An easing in the demand for nickel appears to have brought about a reduction 
in the number of new cases attributable to violations in this field. To what 
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extent this is a temporary phenomenon is difficult to predict. Any significant 
rise in demand would undoubtedly reverse this trend. The enforcement program 
for the coming year will continue to place emphasis upon nickel violations. 
Pending cases will be investigated and disposed of, and a sharp watch will be 
maintained for additional violations as well as for misuse of priority ratings 
and other infractions of BDSA regulations in any area where shortages create 
a financial inducement to misuse priority ratings to obtain quick profits or 
unfair competitive advantage. 


PROGRESS ON INDUSTRIAL MOBILIZATION PREPAREDNESS PROGRAMS 


Development of industrial mobilization plans 

During the first half of the report period, the staff of the Business and De- 
fense Services Administration took an active part in the operations of an inter- 
agency group established by the Office of Defense Mobilization to review and 
revise the national industrial mobilization plans to meet the needs of the Nation 
in the event of hostilities without attack upon this country and to meet the 
exigencies of national survival under conditions created by a major attack upon 
the United States. This interagency group has been established to utilize the 
experience and knowledge gained during Operation Alert, 1956, to improve the 
national plans. Major revisions were made in these plans which served as the 
basis for the activities undertaken by the Government during Operation Alert, 
1957. 

In the spring of this year, the staff representatives of the BDSA who were 
engaged in this planning work were assigned to another interagency group 
established by the Office of Defense Mobilization to develop the program for 
Operation Alert, 1957, and to advise the Administrator of the Office of Defense 
Mobilization, with respect to the conduct of the exercise during the period in 
which it was undertaken, June 3, 1957, to July 19, 1957. <A detailed discussion 
of the participation of the BDSA in Operation Alert, 1957, is presented in a 
following section of this report. 

Following the completion of Operation Alert, 1957, a thorough and compre- 
hensive evaluation of the exercise, both from a national planning standpoint, 
and from the viewpoint of the participation of BDSA, was completed by the 
staff of this agency. The results of this review included a number of recom- 
mendations which it is believed will materially improve the national planning 
and the mobilization activities of BDSA. 


Pzrecutive Reserve program 

The National Defense Executive Reserve program was authorized by a 1955 
amendment to the Defense Production Act of 1950, and established February 15, 
1956, by Executive Order No. 10660. The order authorized those departments 
and agencies with mobilization responsibilities to create units of the Executive 
Reserve and provided for coordination of the program by the Director of the 
Office of Defense Mobilization. 

The Business and Defense Services Administration has selected over 600 
reservists. They come primarily from industry, and with the consent of their 
employers voluntarily agree to perform limited service in peacetime, attending 
training sessions, alert exercises, and participating in the testing of mobiliza- 
tion plans and procedures. In the event of a war emergency, these men would 
constitute the backbone of any future defense production agency. As a man- 
power program, it is considered among the most important of our readiness 
measures, with industry giving it strong support. 

On June 20, 1957, the authorized complement for BDSA executive reservists 
was increased from 600 to 800. Initially, recruitment had been directed pri- 
marily to the staffing needs of the defense production agency’s national head- 
quarters. The increased complement is to provide for staffing regional loca- 
tions with trained personnel to meet the survival and rehabilitation problems 
that our Nation would face in the event of an attack on the United States. 

As of September 30, 1957, BDSA’s Executive Reserve program stood as 
follows: 


Authorized complement_____-_- eee ea eee 800 
Statements of understanding filed__._....._....._______~_ tines tne a 675 
Executive reservists formally designated_____________ Saket pica debe ieeee, 500 


Security clearances in process.......................... sine -debhiap miiies 175 
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The regional training program launched in January of this year has proved 
highly successful. Seminars were held in Chicago, New York, Philadelphia, 
Pittsburgh, Detroit, and Boston. A number of reservists participated in Op- 
eration Alert, 1957, both at regional and national relocation centers. With 
completion of the exercise, all reservists are to be provided with a report covering 
the basic objectives of the test, the assumptions under which it was conducted, 
and an evaluation of the exercise itself. Plans are now being developed for a 
meeting of all reservists for November to be held at national headquarters here 
in Washington. Training aids covering new mobilization developments are 
furnished reservists periodically. 


Test erercises 


In addition to the annual Operation Alert, the Government’s mobilization 
readiness program was expanded during the past year to include quarterly 
problem exercises, and briefing exercises on mobilization and wartime organi- 
zation plans. The objectives of the expanded program were to advance mobi- 
lization planning and to improve the capability of the Federal Government to 
function effectively under emergency conditions. Under the program the fol- 
lowing activities were conducted and were engaged in by BDSA: In December 
1956 a problem exercise concerned with supply requirements of selected survival 
items; in January 1957 a briefing exercise on mobilization plan C; in March 1957 
a seminar on two mobilization planning documents, “Basic Responsibilities After 
Attack on the United States” and “The Regional Roles of the Office of Defense 
Mobilization and the Federal Civil Defense Administration in an Emergency.” 
Operation Alert, 1957, was conducted during the period June 3—July 19, 1957. 

The new program of test exercises and briefing sessions has enabled BDSA 
to expand its mobilization readiness training to include a large group of em- 
ployees who had little or no previous experience in emergency operations. The 
program has also served as a training device for WOC’s from industry doing 
a tour of duty with the agency and has increased their value as members of the 
Executive Reserve by acquainting them with the type and nature of wartime 
operations and problems which would likely be encountered in time of emergency. 
The briefing sessions on mobilization plans have been of particular benefit to 
BDSA personnel by increasing their knowledge and understanding of the plans 
and of interagency relationships in a mobilization situation. 

Operation Alert was conducted over a 7-week period in 1957, as compared 
with 1 week for the 1955 and 1956 exercises. The purpose of the extended period 
for the exercise was to enable the participating agencies to test their readiness 
to meet a situation involving a period of hostilities with a threatened attack upon 
the continental United States followed by such an attack. The ODM briefing 
guide for Operation Alert, 1957, set forth the plan, timetable, and agency respon- 
sibilities for Operation Alert, 1957, based upon existing mobilization plans, 

Operation Alert, 1957, was concerned primarily with survival items. During 
the pre-M-day and M-day periods, BDSA collaborated with ODM and FCDA in 
the development of a program designed to provide adequate supplies of survival 
items in the event an attack was made upon the Nation. This activity required 
the determining of civilian requirements, the estimating of inventories at all 
levels of trade, estimating production capabilities and determining means of over- 
coming deficiencies. The resulting FCDA program, after consideration and 
partial approval by the emergency committee established by ODM, was referred 
to BDSA, where implementation of the program was discussed at a require- 
ments committee meeting of all claimant and resource agencies of the Govern- 
ment. After D-day, on the basis of the OPAL, 1957, bomb attack pattern, BDSA 
calculated the remaining production and inventories for each of the 61 survival 
items included in the exercise and prepared a detailed analysis comparing supply 
with requirements. Deficiencies were studied and remedial actions were simu- 
lated to enable meeting requirements to the maximum extent. With respect to 
Operation Alert, 1957, it is believed that the inclusion of both the M-day and 
D-day periods in a single exercise provided an excellent test of mobilization 
plans and posed for Government agencies a whole new set of problems not 
encountered in previous exercises. 

Operation Alert, 1957, demonstrated again the lack of statistical data on pro- 
duction, capacity and inventories of survival items and pointed up the severe 
handicap that this places upon BDSA in dealing with problems in this area. 
Without such data to provide a basis for measuring requirements to determine 
how or whether they can be met, there can be no survival items program which 
will be meaningful and of real value in the event of an attack upon the Nation. 
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In the production area, BDSA has developed a statistical program which would 
supply the required data and has submitted it to the Interdepartmental Com- 
mittee on Survival Items and the Bureau of the Budget for consideration. With 
respect to inventories in the hands of wholesalers, retailers, institutions and in 
some cases, consumers, BDSA as not as yet developed a statistical program. 
However, BDSA has heid preliminary discussions on this subject with FCDA and 
ODM, mentioning its special qualifications to do the job utilizing the Census 
Bureau, the Office of Distribution and the Industry Divisions, and has indicated 
its willingness to undertake the surveys if funds are provided to cover Census 
Bureau participation. Every possible effort will be made to achieve a high state 
of readiness in the area of survival items statistics during fiscal year 1957-58. 


DMS and related activities 

During the past 12 months, the defense materials system has continued to 
provide adequate support to the defense and atomic energy programs with re- 
spect to the timely deliveries of materials, supplies and equipment. Neverthe- 
less, it has become apparent that improvements in the system may be made with 
advantage to both the Government and the affected segments of industry. Fur- 
ther discussion of this matter is presented in another section of this report. 

Harly in the report period, it was found that because of the need for nickel- 
bearing copper ingot for certain military applications, it was necessary to provide 
a procedure under which brass mills, foundries and other users of copper-nickel 
alloy ingot would be authorized to use priority ratings to obtain such ingot for 
defense orders. This was accomplished by an amendment of BDSA Regulation 2 
authorizing the use of ratings to obtain copper-nickel alloy ingot containing 3 
percent or more nickel for defense purposes. 

As described previously in this report, the DMS was modified during the report 
period to accord top priority to the procurement of materials by contractors and 
subcontractors engaged in production, construction, research and development, 
and for maintenance, repairs, and operating supplies needed to support such 
activities for the intercontinental and intermediate range ballistic missiles pro- 
grams (ICBM-IRBM). 


Industry Evaluation Board 

The past year has shown a marked increase in the utilization of Industry 
Evaluation Board materials by an additional number of Federal departments 
and agencies engaged in national defense programs, as well as an increased 
emphasis on the importance of [EB findings to the numerous activities and pro- 
grams for which the IEB output constitutes basic data for further decisions 
and activity. 

Specifically, the year has produced complete and thorough revisions of exist- 
ing analyses of many of the most critical segments of American industry. 
Among these are vital areas in the iron and steel, metalworking equipment, 
chemicals, and synthetic rubber industries, and in certain industries producing 
scientific, automotive, and production equipment. Also of importance was the 
Board’s action on analyses of numerous industrial segments heretofore un- 
analyzed by the Board either because the subject products were recent devel- 
opments, the demand for which had greatly increased owing to new and impor- 
tant uses, or because the data previously available was inadequate for the 
preparation of analyses suitable for Board action. In addition, in accordance 
with established procedure, a large number of products were considered for 
analysis and presentation to the Board but were discarded because they failed 
to meet IEB criteria. 

Of major importance in nonmanufacturing areas was the completion of ¢ 
study, of exceptionally high quality, of the entire class I electric power dis- 
tribution system in the United States. The study was prepared with the co- 
operation and expert assistance of specialists of the Federal Power Commission 
and experts from other Government agencies. The Atomic Energy Commission 
also actively participated in the preparation of an analysis of a subject in 
which that agency is vitally interested. Studies, similar to the electric power 
analysis, on the international communications systems in the Nation is also 
well underway and should be completed in the near future. 

The Board’s actions during the past year on the IEB analyses referred to 
above resulted in the assignment or reassignment of IEB ratings to 523 facil- 
ities producing 45 varieties of products essential to natoinal defense and a basic 
civilian economy, and to 631 facilities of prime importance to the electric power 
distribution system in the United States. 
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The IEB Office assisted ODM’s representatives in revising, reorganizing, and 
bringing up to date the Univac magnetic tape data relating to IEB findings. As 
a result, the National Damage Assessment Center presently has 10 categories 
of identical “input” data for its high-speed electronic computers based on TEB 
findings which cover many of the most vital segments of the Nation’s manu- 
facturing industries and essential industrial services. A number of Federal 
agency relocation centers also have been supplied with complete sets of IEB 
documents and have trained personnel ready to apply the data contained therein 
to the problems which might arise under emergency conditions. 


Industrial defense 

During the year, individual meetings were held with a large number of com- 
panies, bringing to approximately 500, the number of such meetings that have 
been held since the inception of the program. Major emphasis, however, was 
placed on group meetings held in industrial centers with groups of manufacturers 
in related industries. Such meetings were held in New York, Boston, Pittsburgh, 
Chicago, Cleveland, Wilmington, and other cities. 

Group meetings were held at Boston, Mass., sponsored by the BDSA Elec- 
tronics Division and attended by 30 industrial representatives. At Cleveland, a 
meeting was held and was attended by more than 30 management representatives. 
Another meeting was held at Chicago, and was attended by 70 business and indus- 
try executives. The industrial defense staff of BDSA held a meeting in New York 
City with 55 in attendance and representing several categories of industry. The 
Chemical and Rubber Division conducted a special conference on industrial 
defense at Wilmington, Del. 

A meeting was held February 5, 1957, in Washington, at which management 
representatives of nearly 30 of the most important United States industrial com- 
panies met in an all-day session to discuss and appraise the 4-year-old program 
for industrial defense (reported in the quarterly report of January 1—March 31, 
1957). Subsequently, a 32-page report of the proceedings entitled “Special Con- 
ference on Industry Planning for the Continuity of Production in the Event of 
Enemy Attack” was published and approximately 8,000 copies have been dis- 
tributed throughout industry, trade associations, financial groups, civil-defense 
organizations and others engaged in the program. The highlights of this meeting 
have been the subject of special articles in newspapers and magazines across the 
country devoted to the subject of industrial defense. 

The working tools and techniques for carrying out the industrial-defense pro- 
gram have now been developed, and the next phase calls for substantially broad- 
ening the coverage of companies by arranging for participation in the program 
of a much larger number of personnel. It is hoped that this widening of the pro- 
gram can be achieved despite the elimination of BDSA’s industrial defense 
staff, by obtaining greater participation of industry division personnel and per- 
sonnel of the field office of the Department as well as private organizations out- 
side of the Federal Government. 


Stockpile activities 

The Joint Chiefs of Staff have been reexamining basic war plans over the past 
year and in consequence, the Department of Defense has been delayed in the 
preparation of new estimates of mobilization requirements for military purposes. 
Since these estimates are an essential factor in stockpile calculations and since 
work in relation to these calculations forms a major part of our stockpiling activ- 
ities, there have been fewer accomplishments than usual in this particular area 
during the period under consideration. However, in light of the possibility that 
new policies may be established in the near future which would affect the entire 
stockpiling situation, it is likely that activity in this field during the coming year 
will exceed that of any peacetime period. 

The more important accomplishments during the year beginning October 1, 
1956, are summarized as follows: 

Jstimates of the supply and requirements.—The Business and Defense Services 
Administration of the Department of Commerce is responsible for preparing for 
the Office of Defense Mobilization, estimates of the supply during a war period, 
of strategic materials assigned to it, as well as for estimates of essential civilian 
and war-supporting requirements for these materials. The BDSA also assists 
other agencies in the preparation of supply estimates for many other strategic 
materials. Such estimates of supply and requirements are submitted to ODM in 
the form of basic-data sheets which become the basis for determination of 
stockpile objectives. 
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Information for basic-data sheets has been prepared either directly by BDSA 
or with BDSA assistance for the following materials: 


Aluminum fluoride Titanium sponge 

Copper Vegetable tannins 
Cryolite Zine 

Lead Zirconium ore, zircon 
Shellac Zirconium ore, baddeleyite 


Small diamond dies 


Basic-data sheets for which work has been done but which await revised defense 
requirements include: 


Antimony Graphite electrodes 
Asbestos, amosite Kyanite-mullite 
Carbon electrodes Tantalum 


Special reports on peacetime or mobilization requirements involved the following 
materials: 


Asbestos, crocidolite Palladium 

Ilmenite Platinum 

Iridium Raw silk for precision woven fabrics 
Molybdenum Zirconium (hafnium-free) 


Stockpile purchase specifications.—It is important that material held in the 
stockpile be of such quality that it can be efficiently used in time of war and at 
the same time be economically obtainable. In making recommendations to the 
Office of Defense Mobilization with regard to stockpile purchase specifications, 
BDSA generally obtains advice from industry technicians through the Industry 
Advisory Committee structure. New or revised purchase and acceptance speci- 
fications were provided for the following during the year: 


Abaca Agar 

Silk waste Sisal 
Palladium Silk 
Celestite Magnesium 


Magnesium metal 


Deferral of shipments to the Government or diversion to industry of scheduled 
Government shipments.—By reason of increased production, industrial shortages 
of major materials being stockpiled during the year were reduced to two, molyb- 
denum and nickel. In the case of both of these metals, however, BDSA found it 
necessary to recommend releases of them to industry from Government ship- 
ments. 

With regard to molybdenum there was a temporary shortage in supply begin- 
ning late in 1956, occasioned for the most part by a stoppage of production by 
one of the major producers. After reviewing the supply situation in relation to 
the stockpile status of this material, BDSA, on behalf of the Department, recom- 
mended, and ODM approved, the deferral of shipments to the Government and 
release to industry of 3 million pounds during the first half of 1957. Further 
deferrals will probably not occur as future production is expected to meet indus- 
try requirements. 

BDSA also recommended a maximum diversion to industry of scheduled nickel 
shipments to the Government because of a continuing shortage of this material 
throughout the year. ODM approved this proposal in authorizing the release of 
all nickel scheduled for delivery to the Government in the first three quarters 
of 1957 and 25 million pounds in the fourth quarter of 1956. In addition ODM 
approved a Commerce recommendation that lesser quantities of nickel held in 
the Defense Production Act inventory also be sold to industry. Because of con- 
tractual difficulties, however, a total diversion of scheduled shipments was not 
accomplished until the third quarter of 1957. On a quarterly basis the quantities 
actually released amounted to the following: 

Million pounds 


uO CI, ok ere 2 Se se eee bee ee he del 23.3 
rN a eh Se ee ble deen S29 
I ree tee ok Lah th ee 30.9 
INI IN Sse cs oe Li i hn ee Leese ehen ee 31. 5 
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The substantial quantity of nickel made available to industry by this means has 
eased greatly the shortage situation and for the time being has almost brought 
the supply/demand equation into balance. 

It should be noted with respect to nickel that diversion instead of deferral of 
shipments was utilized because of the adequacy of the mobilization supply when 
Government inventories plus nickel on order were taken into account. 

Special studies and recommendations.—The following special studies and rec- 
ommendations were made covering various aspects of the stockpile program: 

(a) Aluminum.—After consultation with industry advisory committees regard- 
ing the supply/demand situation for aluminum and a review of our defense posi- 
tion for this metal, a recommendation was made to ODM that “calls” for alumi- 
num, as provided in Government contracts, not be made on producers during 
the first half of 1957. This recommendation was approved by ODM. A special 
report was prepared for ODM on the United States aluminum and alumina 
capacity for use in reassessing the stockpile objectives for bauxite. In addition, 
a study of capacity of fabricators to consume pig aluminum, classified by geo- 
graphical locations, was prepared for use in reviewing plans for stockpile stor- 
age of aluminum metal. 

(b) Abaca and sisal.—An industry task group was convened by BDSA to advise 
on special problems connected with storage of abaca and sisal. As a result, 
recommendations have been submitted to ODM with regard to rotational factors, 
rates of deterioration, desirable specifications, and types of fiber suitable for 
stockpiling, together with a report on the development of substitutes. 

(c) Copper.—¥Following previous deferral of deliveries of copper to the stock- 
pile an agreement was reached in mid-1956 with producers on a schedule of ship- 
ments covering both deferred deliveries and regular deliveries. Scheduled de- 
liveries and actual deliveries during the year under consideration are as follows: 





Short tons 








Scheduled | Actual 


| 
| 


4th quarter 1956 ae a ; ‘ 7 | 11, 248 12, 806 


Ist Quarter 1957. __- ; Sted 5 : 7, 749 9, 022 
2d quarter 1957 ‘6 sivas Sob =| 6, 729 7, 572 
3d quarter 1957... : ‘ ae ’ : 2 7, 069 (4) 


1 Not available, 


(d) Diamond crushing bort—After reviewing the tight industrial supply 
situation for diamond crushing bort it was recommended to ODM that no crush- 
ing bort be accepted by any Government agency in excess of the normal quan- 
tity acquired annually for the stockpile. The recommendation was approved. 

(c) Diamond tools.—Although not a stockpile item, there is in the stockpile 
inventory a large number of diamond bearing tools which for the most part 
was obtained as war surplus and which was subsequently transferred to the 
stockpile by the Reconstruction Finance Corporation. At the request of ODM, 
BDSA prepared a program for evaluation of these tools, a necessary precursor to 
considering any plan of disposition. 

(f) Small diamond dies.—A comprehensive report was prepared at the re- 
quest of ODM which estimated the potential mobilization deficit for small dia- 
mond dies by sizes, developed a program of procurement which would establish 
an economic domestic mobilization base for production of this item and pro- 
posed appropriate purchase and testing specifications. Preparation of the report 
involved many consultations with both the producing and consuming industry. 

(g) Capacity for production of ferroalloys—A number of stockpiling prob- 
lems depend on the potential for alternative production of the six basic ferro- 
alloys—manganese, silicon, chromium, tungsten, molybdenum, and vanadium. 
In consultation with industry a comprehensive survey has been undertaken 
which may determine to what extent inadequacies may exist for individual 
ferroalloy production in a mobilization period by reason of the infeasibility of 
using other facilities. 

(h) Shellac.—An extensive survey of the end-use pattern for shellac was 
completed, including a study of extent to which use of domestically produced 
substitutes was feasible in an emergency. This survey served as the basis 
for a revision of mobilization requirements. 
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(i) Sale of surplus stockpile material.—Disposal of surplus stocks of quinine 
and pyrethrum now in the stockpile have been under consideration. Plans 
for the sale of quinine were discussed on an interagency basis, including the 
possibility of sale to a foreign country. Any solution other than sale in small 
quantities has been found difficult. BSDA also explored with industry the 
possibility of increasing the rate of disposal of pyrethrum but found any in- 
crease infeasible. Several studies were made to develop a program for disposal 
of surplus extra long staple cotton. Before the program could be put into effect 
such cotton was declared no longer a strategic and critical material and a new 
disposal program was initiated. 

(j) Tungsten—A detailed survey of tungsten carbide producing capacity in 
a mobilization period and its relation to requirements was submitted to ODM. 

General comment.—Inventories in the national stockpile now approximate 
$6.7 billion in value. Based on present objectives materials worth several 
billion dollars more remain to be acquired. Administration by the ODM and 
its delegate agencies of this huge reserve is a heavy and continuing responsi- 
bility. Changing objectives, development of economic substitutes, new tech- 
nology, safe storage problems, etc., require constant attention on the part of 
all concerned to avoid wastage and loss, and the above discussion shows that 
BDSA plays no inconsiderable part in the many areas involved. Industry also 
contributes importantly in that guidance must be obtained on specifications, 
usages, disposal programs and essential civilian requirements. In this respect 
the BDSA Industry Advisory Committee structure has proved to be essential 
in providing a ready means of acquiring such information. 

Apart from the heavy program for review of stockpile objectives foreseen 
for the coming year, it would appear that related stockpile activities should be 
increased to a maximum to assure that the national stockpile remains an effi- 
cient and effective mobilization reserve and that proper trusteeship is exer- 
cised over one of the Nation’s largest investments. 
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Machine tools 


During the past year numerous conferences were held with the ODM, the 
Department of Defense, and other Government agencies regarding the machine 
tool mobilization programs. In addition, these programs were discussed with 
the Senate Small Business Committee, particularly with respect to the current 
status of the recommendations of the Advisory Committee on Production 
Equipment (the Vance committee) and the machine tool replacement program. 
During these discussions the machine tool programs were evaluated in light 
of the nuclear war mobilization concepts and it was the unanimous opinion 
of all mobilization officials that these programs were vital and basic to the 
Nation’s preparedness mobilization efforts. 

Prior to early 1957 the machine-tool programs were developed and evaluated 
on the basis of the M-day mobilization machine-tool requirements of the Army, 
Navy, and Air Force. These machine-tool requirements were submitted by the 
Department of Defense semiannually and were of such scope in quantity, types, 
and sizes that grave production deficiencies showed up in the machine tool 
industry even when the evaluations were confined solely to M-day requirements. 

On the basis of the issuances on March 6, 1957, by the ODM, of the revised 
DMO Order VII-7—Maintenance of the Mobilization Base, the old machine-tool 
requirements of the Army, Navy, and Air Force became obsolete and it is neces- 
sary to evaluate machine-tool programs in light of the changing requirements. 
BDSA is presently undertaking this review and is awaiting the submission 
of new requirements by the Department of Defense. 

The following is a brief summary of activities in these programs during the 
past year, together with a statement of the status of these programs as of 
September 1957 : 

A. Administration of Order M-41.—BDSA Order M-41, which regulates the 
delivery of metalworking machines pursuant to rated orders, has been most 
effective in that it has assured the deliveries of machine tools to the Army, 
Navy, and Air Force contractors in time to meet their program objectives and 
at the same time permit the machine tool builders to plan and schedule their 
civilian production without fear of interruption from rated orders. During 
the past year, numerous conferences were held with the Department of Defense 
and industry representatives regarding the need for and effectiveness of order 
M-41. In order to carry out the Administration’s directive of top priority for 
two missile programs, certain sections of the order were modified by issuance 
of direction 1 on March 27, 1957. This direction has been most effective in 
meeting the machine tool requirements for the missile programs. 
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Numerical preference list—In order to maintain BDSA order M-41 in a cur- 
rent and effective status, the annual numerical preference lists were issued 
reflecting changes in the preferential status of service contractors and appro- 
priate revisions of the list were made monthly. The annual list and the monthly 
revisions were issued to over 320 machine-tool builders and to the Department 
of Defense. , 

Directives, diversions, and informal actions.—Activities connected with the 
implementation of order M-—41 increased in number during the past year as a 
result of changes in emphasis of the mobilization preparedness program. Spe- 
cifically, the increased emphasis for the missiles programs and the reevaluation 
of the aircraft programs resulted in a placement by the Air Force, Army, and 
Navy of a large number of machine-tool orders with early delivery dates in 
support of these programs. The Atomic Energy Commission activities in the 
nuclear-program areas were also enlarged during this period. The military 
departments and the AEC during the year submitted 244 formal requests for 
improved deliveries, which were handled by 93 directives, 8 diversions, 21 
ratings, and 86 informal actions. In 34 instances, after discussions with the 
appropriate Government agencies, the contractor and the machine-tool builder, 
it was possible to facilitate the necessary adjustment in delivery so as to make 
further action unnecessary. Action is still pending on two requests. In addi- 
tion, 168 informal requests were received from Government agencies and de- 
fense-supporting industries to improve delivery. The majority of these cases 
was handled successfully on an informal basis. 

It is anticipated that, during the next 12-18 months, rated orders for machine- 
tool deliveries will continue to approximate 10-12 percent of the industry’s 
total orders. The continued need for the minimum control of machine-tool 
production deliveries provided in the order has been discussed with represent- 
atives of the Army, Navy, Air Force, DOD, and AEC and with representatives 
of the machine-tool industry and with industry advisory committees of the 
machine-tool industry. The Government agencies unanimously agreed that 
the present order meets all current mobilization needs and should be main- 
tained in active status. Industry is in general agreement that the order pro- 
vides the essential guidance, results in a minimum of administrative burden, 
and makes possible effective scheduling and delivery for civilian production. 

B. Management of defense mobilization production equipment inventory.— 
During the past year, a thorough review of the defense mobilization production 
equipment inventory was conducted and, on the basis of that review, the Gen- 
eral Services Administration and the AEC inventories were drastically revised. 
During this period, as a result of the termination of a number of facility-lease 
contracts and the transfer of several items from the Korean pool order pro- 
gram, 240 tools were added to the inventory of GSA. GSA transferred 19 items 
to active status during the same period. As of the present time, the net current 
inventory of GSA approximates 544 items valued at $7,229,962. The AEC 
during this period reported 16 additional items and transferred 33 to active 
status. The present current inventory is 60 items having acquisition costs of 
$2,671,828. No additions or deletions were made to the Maritime Administra- 
tion’s inventory, which continues to approximate 958 items having an acquisi- 
tion value of $2,853,817. Practically all of the equipment is located in west- 
coast shipyards, which are presently in standby status. 

C. Critical machine-tool program.—During the year, the mobilization status of 
15 metal-cutting tool categories was reevaluated in light of the most recent 
mobilization requirements developed by the Air Force, Navy, and Army. A 
survey conducted in 1955 revealed that critical production capacity deficiencies 
existed in 15 metal-cutting tool categories. The detailed conclusions were sub- 
mitted to the ODM, together with appropriate recommendations to minimize or 
eorrect the deficiencies. Subsequently, ODM determined that BDSA should 
again evaluate the mobilization status of general-purpose machine tools on the 
basis of new mobilization requirements that reflect the changing military stra- 
tegic concepts. On April 23, 1957, the Department of Defense submitted the 
latest mobilization requirements for metalworking machinery. The submission 
stated that “these requirements data were computed on the basis of criteria 
that were available to the military departments the latter part of calendar year 
1956.” On he basis of the April 1957 requirements, the mobilization status of 
general-purpose machine tools was again reviewed, and it was determined that 
critical productive capacity deficiencies continue to exist in all of the 15 metal- 
cutting tool categories. 
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At the time of the April 1957 submission, the DOD stated that “the require- 
ments that are being submitted will be completely reviewed on the basis of new 
criteria which are currently under consideration.” 

These new requirements are being awaited before the submission of a report 
to ODM detailing the areas of critical productive deficiencies together with 
appropriate recommendations. 

D. Long lead time (elephant tool) machine-tool program.—At the request of 
the Office of Defense Mobilization the 1955 study of long-lead-time machine tools 
was reexamined. In 1955, after a comprehensive study to determine the types, 
number, and sizes of elephant tools presently installed in the plants of key 
industrial facilities, there was recommended to the ODM the immediate procure- 
ment of over 200 such elephant tools to meet the minimum mobilization require- 
ments. Using the April 19, 1957, machine-tool mobilization requirements sub- 
mitted by the Department of Defense, there was a reexamination of the status 
of the elephant-tool needs for the machine-tool, rolling-mill, electric-power, and 
transportation industries and, on the basis of this review, it was concluded that 
the procurement of elephant tools now would be in the interest of the Nation’s 
security. As in the case of the critical machine-tool program, the elephant-tool 
program will be reexamined upon the submission of new DOD requirements. 

E. Uniform procedures for leasing of Government-owned producticn equip- 
ment.—During the year, the Department of Commerce, as a member of the 


ps interagency tool group appointed by the Director of Defense Mobilization, par- 
lal ticipated in the development of uniform procedures for leasing of Government- 
—* owned production equipment. The group made a study of Government and 
se: industry leasing procedures, and made specific recommendations to the Director 
‘G, of ODM regarding all major leasing practices, including termination of lease, 
es maintenance, and installation charges and rental rates. In the recommendation 
Xt to ODM, the group strongly recommended the adoption of the complete package 
oh as a basis for effective uniform leasing procedures. 
J On June 19, 1957, ODM issued amendment 2 to DMO VII 4, establishing uni- 
2 : form rental rates for the leasing of Government-owned machine tools as the first 
a step in carrying out the recommendations made by the interagency task group. 
<! On July 25, 1957, the Secretary of Commerce wrote to the Director, ODM, 
op pointing out the importance of uniform leasing procedures, recommending that 
we » the proposals of the interagency task group be reviewed by the Defense Mobili- 
% : zation Board to facilitate the early establishment of uniform leasing procedures. 
si The Director of ODM, in his reply to the Secretary of Commerce, stated that 
. discussions were under way with the Department of Defense on the points 
bi. proposed by the task group and that agreement had been reached on all but 
_. one point, on which further discussions were to be held. 


F. Management of facilities expansion program—the Korean pool order pro- 
gram.—Working closely with the GSA and industry, considerable progress was 
made during the past year in closing out the Korean pool order program. A 
detailed review was made of the items remaining under the program to deter- 
mine their suitability for inclusion in the Army, Navy, and Air Force inventory 
of Government-owned production equipment, or the possibility of their sale to 
industry. The builders of the items were contacted to determine the efforts 
being made to sell the items, the possibility and advisability of minor modifica- 
tions to incorporate more recent technological improvements, where appropriate, 
and all other factors that would tend to improve the salability of the items. 
Subsequently, a revised list of the unsold tools was prepared for circulation to 
the Commerce field offices and to industry. 

As of the present time, only 222 tools remain unsold under this program. 
The cost of the 222 unsold tools acquired by the Government is approximate- 
ly $3,496,133, or about one-third of 1 percent of the Government’s original 
total investment of $1,425 million. One of the major obstacles in closing out 
the program is the fact that many of the 222 tools are special-purpose items 
developed solely for the production of specific military end items. In many 
instances, the military departments are no longer planning the production of 
these military end items and, thus, the tools are not suitable for inclusion in 
the inventory of Government-owned production equipment. These tools have 
little, if any, value from the standpoint of industrial-production requirements. 
In other instances, the industrial performance of some of the other 222 tools 
could be improved through minor modifications or attachments. All of these 
problems are being reviewed carefully and with the assistance of GSA and 
industry. 
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Facility lease contracts program.—With the cooperation of the General Serv- 
ices Administration, efforts were continued during the past year to close out 
the facility lease contracts program. During the period 1951-52, 123 facility- 
lease contracts were written, involving approximately 2,500 machine tools, with 
all but 1 covering the term of 5 years. All lessees were notified during 1956 
that, while the contracts would not be extended beyond their expiration dates, 
they could, in accordance with the option-to-purchase clause contained in the 
lease agreement, purchase the tools on or before the dates the lease agreements 
expired. As of December 31, 1956, 72 contracts remain active under this pro- 

ram. 

: During the past year, there was recommended to GSA the termination of 31 
contracts and the partial termination of 8 contracts. In accordance with the 
option-to-purchase clause, it was recommended that approximately 284-lease 
tools be sold to the lessees. The program is being carefully watched to enable 
closing out as soon as termination dates permit. 

G. M-day machine-tool trigger program.—The first phase of M-day machine- 
tool trigger program is nearing completion. A total of 93 schedules A have 
been prepared, approved by appropriate Government agencies, and submitted 
to the participating builders by GSA for completion of the contracts. The 93 
schedules A cover 15,439 general-purpose cutting-type machine tools with an 
estimated value of $236,567,830. Seventy-five machine-tool builders have ap- 
proved and signed their contracts and returned them to GSA. The final signing 
of 12 other contracts has been temporarily delayed pending minor changes in 
them. In most instances, the delays have been occasioned by recent price 
changes. 

Six machine-tool builders have indicated their unwillingness to sign contracts, 
in most instances because their production time required to build the item 
ealled for by the contract does not enable compliance with the 6-month limitation 
clause in paragraph 2 of schedules A. The types and sizes of machine tools cov- 
evered by these contracts are required to assure a balanced category of machine 
tools to complete the first phase of the program. Accordingly, the proposal 
will be made that ODM give consideration to waiving the 6-month clause in those 
instances where lead time exceeds 6 months. 

H. The inspection and evaluation of Government-owned productiton equip- 
ment.—During the past year, at the specific request of the Department of De- 
fense, BDSA inspected military-owned production equipment at 10 depots 
throughout the country. In addition, the GSA requested the participation on 
inspection teams to evaluate two NIER depots. It is felt that the inspection 
and evaluation of Government-owned production equipment is becoming increas- 
ingly important as a mobilization preparedness activity. All mobilization policy 
officials agree that the inventory of Government-owned production equipment is 
vital to the Nation’s economy. The evaluation and inspection program ‘his for 
its overall objective the improvement, maintenance, and modernizstion of this 
vital mobilization base so as to insure its ultimate effectiveness during a mobiliza- 
tion period. 

The teams, together with representatives of the Department of Defense and 
the BDSA, thoroughly inspect the production equipment at the individual sites, 
select those items to be retained in the Government-owned inventory, and desig- 
nate those items that do not meet mobilization requirements and can be sold to 
industry or otherwise disposed of. The inspection groups also review and 
evaluate the storage procedures carried on at the depots, such as warehousing, 
skidding, preservation, dehumidification, analytical testing for plant clearance, 
rebuilding, and related procedures to make certain that the inventory is main- 
tained in the best possible condition and that the production items would be 
readily available for production activity when needed. 

In addition to participating in these evaluation programs, BDSA is assigned 
the responsibility of developing and selecting inspection teams composed of repre- 
sentatives from machine-tool builders, machine-tool distributors, used-machinery 
dealers, and users of machine tools. Inspection teams are currently being 
selected for the evaluation of 2 depots programed for October 1957 ; 4 additional 
Government inventory depots are scheduled to be inspected during November and 
December 1957. 

Eepansion goals and tax amortization 


During the past 12 months, the industry divisions of BDSA considered and 
made recommendations to the Director of the Office of Defense Mobilization 
on approximately 1,000 requests for tax amortization. Of this number, nearly 
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650 represent new cases filed under expansion goals which were in the open 
category during the year. The greatest concentration of requests was in the 
area of products and facilities relating directly to the national-defense program 
and supported by the Department of Defense in its current procurement program. 

During the 12-month period, 14 of the 16 remaining expansion goals were 
closed, and at this time only 2 goals remain open under which new cases can 
be processed. Criteria for the processing of tax-amortization Cases were estab- 
lished by the Congress in Public Law 85-165. Asa result of this law, and the 
closing of the majority of the expansion goals, it is expected that the number 
of new cases will be substantially reduced in the coming year. However, the 
number of postcertification requests involving scope amendments, time exten- 
sions revised, and final estimates or costs and transfers, will continue to be 
received in considerable quantity and require attention and handling by agency 
staff members. 

A semianual survey is conducted to determine, as of June 30 and December 3 
of each year, the status of the facilities which have been granted certificates of 
necessity by the Office of Defense Mobilization under an expansion goal over 
which BDSA has cognizance. These surveys, indicating the status of projects, 
permit a measurement of progress toward the completion of a goal and a de- 
termination of the extent of industrial capacity gained by the addition of the 
certified facility. 


Component studies 

As of September 1957, the status of component studies coming under the Inter- 
agency Components Committee was as follows: 

Of the 65 component studies, 45 were completed and 22 were not completed. 
Those not completed consist of 19 chaired by BDSA and 3 chaired by DOD. 

(a) Studies completed, 34; no capacity deficiency indicated. 

(b) Studies completed, 9; capacity deficiency indicated. 

(c) Studies not completed, 16; the information needed to complete was either 
on hand or promised, so that estimated dates for completion could be made. 

(d@) Studies not completed, 6; dates when information would be available are 
so indefinite that these studies are considered to be temporarily inactive. 

Of the 22 studies not completed, 9 studies are scheduled for completion with- 
in the next 6 months or sooner. The remaining 13 studies are scheduled for 
later completion because new requirements from the Department of Defense 
based on the revised concept of mobilization planning are expected somewhat 
later. 


Export problems 

During the past year marked improvement in domestic supply has permitted 
the removal of short-supply restrictions on exports of copper raw materials 
and scrap, primary aluminum, and selenium. 

Increased foreign demand for rerolling rails in face of reduced supply neces- 
sitated the imposition of a quantitative quarterly quota of 10,000 tons. It is 
expected that this will result in sharply reduced exports from the levels which 
existed throughout 1956 and early 1957. 
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The major foreign scrap-consuming countries, Japan, United Kingdom, and 
the European Coal and Steel Community, have limited their purchases of iron 
and steel scrap from this country. Exports to other friendly countries involving 
moderate amounts continue to be licensed freely. 

Mention has been made of the removal of short-supply controls over aluminum. 
This has been done in the case of primary aluminum which is now in easy supply. 
However, for the time being, remelt ingot and aluminum scrap, while licensed 
freely to friendly countries, continues under surveillance control to determine 
whether the levels of exports represent any significant impact on the United 
States economy. 

Entering the fourth quarter of 1957 the materials continuing under the short- 
supply controls by the Department of Commerce are: 


Nickel, including scrap Salk vaccine 
Diamond bort and powder Aluminum remelt ingot and scrap 
Rerolling rails Iron and steel scrap 


INDUSTRY-GOVERN MENT COOPERATION 


Industry conferences, IAC’s, and task groups 

Pursuant to the provisions of the Defense Production Act requiring the BDSA 
to consult with industry, a series of meetings of various types was held during 
the period October 1, 1956, to September 30, 1957. 


Industry advisory COMMIT&OOSs ns kesdtide cain qn en nns nn ninidamehanebiiie 51 
Boecial COMERCO0G cn a on ceptible Geo icin watkicinn a dee 5 
2aak *@TOups..«-4.<... Denia wae a ted dang bili cma nie ihlineawinesand ean Eine hccalabilien 27 


All meetings were concerned in whole or in part with BDSA’s operations under 
the Defense Production Act and the National Security Act, and matters con- 
sidered included (1) the defense materials system; (2) preattack and post- 
attack planning; (3) stockpiling; (4) expansion goals; (5) mobilization require- 
ments; (6) industry evaluation and plant protection; (7) scrap and salvage; 
(8) mobilization base deficiencies: (9) accelerated amortization; (10) mobiliza- 
tion readiness statistical data: (11) conservation practices; (12) standardiza- 
tion of specifications; ete. A list of meetings is attached to this report. 

Field service activities 

The maintenance of close contact with the business public subject to and af- 
fected by the regulations promulgated under the authority of the Defense Pro- 
duction Act is an important element in the effective administration of these 
regulations. This function has been performed for BDSA by the 33 field offices 
of the Department which, operating under instructions, policy statements, and 
guidelines provided by BDSA, have been helpful in keeping the business public 
informed on changes in regulations and in assisting on local problems. 
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IAC meetings: 
1956—Oct. 


Oct. 
Oct. 


Oct. ¢ 


Oct. 


Nov. 
Nov. 
Nov. § 
Nov. 
Novy. 


Nov 
Nov 


Nov. 
Dec. ¢ 


Dec. 
Dec. 
Dec. 
Dec. 


Dec. 


Jan. ! 
Jan. { 
Jan. 2 


Feb. 
Feb. 
Feb. 


Mar. ‘ 
Mar. 
Mar. 


Mar 
Apr. 
Apr. 
Apr. 
Apr. 
Apr. 
Apr. 
Apr. 
Apr. 
Apr. 


Apr. 
Apr. 
May 1-- 
May : 


1957— May : 


May 


May 1: 
May : 


May 


June 
June 
Sept. 


I 


Sept. : 


Special conference 

1956—Dee. : 
Dec. § 
Jan. : 


Feb. 2 
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INDUSTRY 


ADVISORY COMMITTEE STAFF 


Meetings held Oct. 1, 1956-—Sept. 30, 1957 


ROP AY vas 


Power switching equipment. 

Metal strapping. 

Welding equipment. 

Steel-plate weldment. 

Industrial motor-control manufacturers. 

Brass and bronze ingot makers. 

Semiconductor rectifier manufacturers. 

Oilfield machinery and equipment. 

Quartz crystals. 

Construction machinery. 

Steel products. 

Electronic relays. 

Titanium producers and fabricators. 

Capacitors. 

tesistors. 

Receiving tube. 

Transmitting and special-purpose tubes. 

Commercial and industrial air-conditioning 
manufacturers. 

Fluid power. 

Agricultural equipment. 

Electrical fuse. 

Aluminum-scrap dealers. 

Steel castings (carbon and low alloy 

Aluminum smelters. 

Brass mill. 

Open die press and hammer forging. 

Heavy metal tanks. 

Steel-plate weldments. 

Precision optical. 

Wire-communications manufacturing. 

Tubular heat exchanger. 

Electronic transformers. 

Motorized fire apparatus. 

Aluminum producers. 

Prime aluminum products. 

Screw-machine products. 

Fiber can and tube. 

Drop forging. 

Pulp, paper, and board producers supply- 
demand. 

Semiconductor devices. 

Nickel plating. 

Industrial consumers of pulp, paper, and board 
supply-demand. 

High voltage porcelain insulator. 

Aluminum smelters. 

Aluminum serap dealers. 

Titanium producers and fabricators. 

Compressed gas cylinder. 

Tantalum and columbium metal producers. 

Heavy metal tanks. 

Diesel-power units for ship propulsion. 

Commercial and industrial air-conditioning 


manufacturers 


Nickel 

Nickel 

Special conference of producers of 6. basic 
ferroalloys 

Special conference of representatives of ma- 
chine-tool industry and Bureau of Foreign 
Commerce 

Special conference of producers of argon. 
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Meetings held Oct. 1, 1956-Sept. 30, 1957—Continued 
Task groups: 


1956—Oct. 4__._._._..-.---. Study of revision of Federal specifications, 
M-—C-301a, chinaware, vitrified. 
OUR Gist ob socais Sees Study mobilization programs for rolling-mill 
machinery industry. 
Oct. 10.... ._...-. Mobilization planning and standby orders for 


internal-combustion engines (750 revolutions 
per minute and up). 

Nov. 26--- _..... Study of defense mobilization programs of 
welding-equipment industry (acetylene weld- 
ing and cutting-apparatus segment). 

Nov. 27- _. Study of new directory of welding equipment. 

Nov. 28 _._. Study of defense mobilization programs of 
welding-equipment industry (are-welding 
electrodes segment). 

Nov. 29 Study of defense mobilization programs of 
welding-equipment industry (arc-welding 
equipment segment). 

Nov. 30- x . Study of defense mobilization programs of 
welding-equipment industry  (resistance- 
welding segment). 


Dee. Asisn4 .. Study supply and demand for pulp, paper, and 
board. 

L00y Beka oa ._... Agar stockpiling. 

Dec. 12_.__-.------ Mobilization controls. 

1957—Jan. 9__-- _...... To prepare questionnaire on_ electric-fuse : 
industry. ' 

Jan, 10__ m. .. To study defense mobilization planning for 
metal-strapping industry. 

SRR Bi an ' Diamond-dies stockpile. 

Jan. 31_.- ._. To prepare questionnaire for ferroalloys indus- ' 
try. 

Feb, 19_............ To study extent of production of diamond dies ' 
and problems confronting stockpiling objec- ° 
tives. » 

ee rr Rotation of sisalana and abaca stockpiles. ° 

Be Nig ns oa Senin To prepare questionnaire for mobilization * 


planning, semiconductor rectifier industry. 


Feb. 28-Mar 1__---- To study procedure and format of forms for 


reporting of material consumption—Agricul- , 
tural-equipment industry. 

Mar. 12___._._._._._._.__ To prepare questionnaire on mobilization plan- } 
ning for industrial motor-control manufac- ‘ 
turers. ’ 

BR aR 9 vies ten alec _ To study results of copper wire mill facility 
survey. 

BOP. Bn cna. _.... To study supply, distribution, and usability of : 
Nicaro nickel. , 

Apr. 29__....._--..-- To collect requirements and capacity data on : 
electronic transformers. 

May 14, 15, 16_.__._.._ To study specifications on power trucks. 

CS ge Sy etl se | Mobilization controls, iron and steel. 

WIE Files can wade To study specific segments of mobilization pro- 
grams, tool and die industry. 

ee Tiss ees To study revised WOC program (aluminum 


and magnesium). 
SPECIAL SURVEYS PERFORMED PURSUANT TO CONGRESSIONAL ENACTMENT 


Tron and steel scrap 

In accordance with a request of the Congress, BDSA submitted on January 
31, a report on iron and steel scrap, with emphasis on the supply-demand situ- 
ation in obsolete heavy melting scrap. This report was based on, and largely 
constituted an analysis of, a survey contracted for by BDSA with the Battelle 
Memorial Institute. Findings of the report indicated a net depletion of heavy 
melting scrap inventories within the next few years, and prompted negotiations 
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with the principal foreign markets for United States scrap, resulting in limita- 
tions on United States exports of heavy melting scrap. A supplementary report 
by Battelle, refining the data and providing greater detail on recent years, has 
been supplied to BDSA, and will form the basis of a second report to the 
Congress. This report will be submitted within the near future. In view of 
the apparent tight situation, continuous study will be made of the iron and 
steel scrap situation. 

As mentioned previously in this report, a survey of prompt industrial scrap, 
eovering iron and steel, copper, and aluminum, was completed and ready for 
publication at the end of the period. This survey fills a longstanding gap in 
information en this type of scrap and served to supply some of the data needed 
in connection with the overall study of iron and steel scrap described above. 


Nickel 

Section 712 (f) of the Defense Production Act, as amended, directed the 
Secretary of Commerce to make a special investigation and study of the produc- 
tion, allocation, distribution, and use of nickel, of its resale as scrap, and of other 
aspects of the current nickel situation including supply and marketing problems 
and the adequacy of the present allocating system between defense and civilian 
users. As required by law an interim report was submitted to Congress on 
August 15, 1956, and the more detailed report—Study of Supply and Distribution 
of Nickel (Defense Production Act Progress Report No. 36)—was presented on 
January 2, 1957. A supplementary report describing the results of efforts of 
the Government to eliminate certain flaws in the distribution system used by 
nickel-plating supply houses, as revealed by the survey, was filed on February 
15, 1957. Preparation of both the interim report and the study was conducted 
in consultation with staff representatives of the Joint Committee on Defense 
Production who contributed greatly to the planning and execution of the survey. 

The January 2, 1957, report not only expanded greatly on the information 
provided by the interim report but also reflected the results of detailed ques: 
tionnaires sent to melters and platers dealing with their sources of supply of 
nickel. From the replies to the questionnaire it was possible to compile for 
the first time statistics on receipts by these groups of market-price nickel, nickel 
diverted from shipments to the Government (for the most part a moderate 
premium-price nickel), other nickel and nickel contained in purchased nickel 
scrap. With regard to nickel-plating houses, further information was obtained 
from the surveys about the breakdown of receipts of nickel between captive 
nickel-plating plants and job platers and the distribution of their supplies be- 
tween the various size groups of individual businesses. At the same time teams 
were sent into the field to review distribution systems used by the major pro- 
ducers and plating supply houses. Industry practices regarding the disposition 
and use of nickel-bearing scrap were also examined in the field. 

The data obtained by these means provided a firm background for evaluation 
of various aspects of the nickel situation which heretofore had been debatable. 
Thus is was possible to develop with some degree of accuracy the respective 
shares of nondefense nickel utilized by the five broad categories of the consum- 
ing industry and to test in a concrete way the effects of the distribution sys- 
tems used by the principal producer, the International Nickel Co., and by the 
nickel-plating supply houses. With regard to the latter, certain flaws were 
found and action necessary to correct them was noted. 

The report also analyzed the total supply of nickel from all sources (primary 
and nickel contained in scrap) and gave an evaluation of the outlook for im- 
proved supplies over the near future and for subsequent years. In addition it 
reviewed the nature of defense requirements and procedures to assure priorities 
in providing nickel to meet them. In an annex it summarized the varied uses 
of nickel in 24 groups of industries. 

Based on these analyses the Secretary developed a number of conclusions 
and findings, the more important of which included the following: 

(a) The supply of nickel would be inadequate to meet the Nation’s full 
requirements for several years. 

(b) The distribution of primary nickel by producers, in general, had been 
carried out in a fair and equitable manner. 

(c) Distribution by producers and suppliers of nickel for nickel-plating pur- 
poses had been disadvantageous to the job-plater group in general and the small 
plater in particular when compared to the treatment of small users in other 
fields. 

(d) Heavy defense requirements, together with the substantial portion of 
supply originating from Government contracts, involve a responsibility on the 
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part of the Government regarding distribution matters which cannot be avoided. 

The report outlined actions taken as a result of the findings. The more sig- 
nificant of these involved expansion of surveillance activities over distribution 
procedures and initiation of steps to improve the distribution system for the job 
platers and particularly small platers. As indicated in the report, the results 
of the latter were to be described in the subsequent February 15, 1957, supple- 
mentary report. 

The Supplementary Report to the Study of Supply and Distribution of Nickel 
(Defense Production Act Progress Report No. 37) dealt solely with efforts by 
the Department of Commerce to improve the equitability of distribution of 
nickel to the plating industry and it described actions taken to bring this about. 

In brief, as a first step, the Department established basic principles for use 
by each plating supplier in the development of distribution procedures which 
would be reasonably comparable throughout the industry. Secondly, the sup- 
pliers were advised to discard the criterion of 1949-50 consumption as a base 
period for distribution purposes in favor of a more modern 1955-56 base period. 
Thirdly, arrangements were made to provide for the full requirements for small 
users. Additional measures included establishment of a complete record system 
showing basic entitlements, reasons for deviations, calculations of pro rata 
shipments, ete., as well as a policy for provision for new customers, the balancing 
out of regional unevenesses, and distribution of premium-price nickel on the 
same basis as market-price nickel. Individual discussions were then held with 
each supply house which resulted in commitments to take corrective action in 
the above areas wherever appropriate. 

The report noted that as of the time of submission substantial progress had 
already been made in improving distribution procedures and that further progress 
was expected. Subsequent examination of the records of the suppliers indicate 
that these expectations had been met and the virtual elimination of complaints 
since that time would indicate satisfaction of the platers with the revisions of 
the distribution procedures. 

Generally speaking, these reports, which could not have been prepared in such 
detail without the support of Congress, have had a favorable effect on the nickel 
situation as a whole, particularly in contributing to a broader understanding of 
the complex nickel problem both in Congress and among consumers. Recent 
reductions in defense requirements and increased diversions of nickel from 
Government contracts have resulted in larger supplies for nondefense consumers 
and accordingly eased the task of maintaining equitable distribution. However, 
in the event of renewed stringency, information obtained through the prepara- 
tion of the reports will enable avoiding many of the problems previously 
encountered and give better assurance that industries and individuals will obtain 
a fair share of the nickel supply. 


Other surveys 


In addition to the two surveys described above which were performed pursuant 
to congressional enactment, numerous other surveys and studies related to de- 
fense production were made by BDSA during the year. These are described 
under the appropriate sections of this report. 


CHANGES IN MOBILIZATION PLANNING AND READINESS MEASURES TO MEET FUTURE 
EMERGENCIES 


The continuation of a high rate of defense activity and a threatening inter- 
national situation augmented and intensified by the potential destructiveness of 
new weapons and new methods of weapons delivery have posed problems of 
unparalleled national magnitude. These problems were prominently mentioned 
by the Joint Congressional Committee on Atomic Energy in its August 1957 
report of hearings held before that committee. 

It is obvious that the industrial mobilization planning activities must be 
revised, at least in part, to meet the changed concepts of the nature of the 
mobilization problems which, face the Nation. Our main concern for an indefi- 
nite period must be to design emergency plans which will assure firm direction 
to the industrial community and will provide for the maximum utilization of 
our industrial plant remaining after a devastating nuclear attack, to provide for 
the needs of our surviving population and the rehabilitation of the Nation. 

To accomplish this increased emphasis on postattack problems, it is essential 
to cooperate closely, not only with other agencies of the Government such as 
QDM and FCDA, but particularly with industry, so as to impart to industry the 
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knowledge of what is expected of it and what it can expect from Government 
under emergency conditions. The recent Operation Alert 1957 demonstrated 
vividly many of the problems which confront a production agency and the staff 
evaluation of the exercise points out numerous areas of industrial preparedness 
planning which must be examined and receive increasing attention in the future. 

During fiscal year 1958, the Defense Materials System which channels con- 
trolled materials to the support of military and atomic energy programs, will 
be continued, as well as the special assistance operations which deal effectively 
with the elimination of potential interruptions in defense production and 
construction programs. Superpriority authority for the ICBM-IRBM programs 
will continue and the effect of such activity on other military and AEC programs 
and industry generally will be watched closely. During this fiscal year a thorough 
review of the Defense Materials System will be undertaken for the purpose of 
determining the advisability of further simplification of the system, improving 
the information concerning military and AEC requirements, and to develop such 
revisions in the system as will permit greater adaptability to meet emergency 
needs. 

The national defense executive reserve program, which was authorized by the 
Congress, must now be expanded to allow for greater utility and flexibility 
during emergencies. Postattack operations of a production agency must be 
designed to permit the exercise of a far greater degree of regional autonomy. 
Disruption of transportation and communications may not permit adequate na- 
tionally centralized operations for an indefinite period. It is contemplated, 
therefore, that the executive reserve planning program will take into account 
the potential staffing of regional or area offices selected on a judicious basis and 
armed with adequate production, and other operational inventory data. The 
organization, staffing, and training of executive reservists for these tasks on a 
dispersed basis represents a program of mounting proportions for the future. 

The possibility of nuclear attack on the continental United States raises the 
prospect of tremendously expanded civilian needs in the field of survival items, 
such as medical supplies, clothing, shelter, household operations, transportation, 
communications, and the like. While the identification of some of the items has 
been completed, the total job of identification has not been accomplished by the 
executive branch. This task will be the subject of increasing consideration on an 
interdepartmental basis. It will be the job of this agency to conduct extensive 
statistical studies on the production, production capacity, and national inventories 
of such items as they are identified and agreed upon for planning purposes. 

Currently, studies are being initiated on the production and manufacturers’ in- 
ventories of those survival items under the jurisdiction of this agency. These 
studies must now be conducted within the limits of a budget which made no 
specific provision for such activity. However, limited work will proceed and 
attempts will be made to complete as much as possible of this particular job 
during the current fiscal year. The studies of commercial, retail, and wholesale 
inventories of survival items must await their completion until funds are made 
available by the Congress, although preliminary studies are underway relating 
to possible techniques and methods which can be used to conduct the total job. 

As a corollary project to the statistical studies on the national availability 
of survival items and services, the BDSA plans to extend the industrial defense 
program to a substantially greater number of companies with heavy emphasis 
being placed on those companies engaged in the production of survival items 
or furnishing survival services. To broaden the coverage of companies will 
require not only increased participation by the Industry Division personnel of 
BDSA and the field service, but other agencies of Government, as well as those 
private institutions, groups, and associations which have evidenced a desire to 
cooperate with the Federal Government in this important mobilization planning 
function. 

The identification of survival items and studies relating to the production and 
availability of such items, including essential services, will require an ex- 
pansion of the identification and rating of those key industrial facilities engaged 
in the production of the items and the furnishing of the services. The program 
of facilities ratings has been delegated to the Secretary of Commerce and has 
up to this time resulted in the exhaustive review of many of our critical produc- 
ing units. The facilities engaged in the manufacture of survival items or 
furnishing survival services have not received the exhaustive examination re- 
quired for the assignment of Industry Evaluation Board ratings. As statistical 
studies progress in the survival-items program, these data will be made avail- 
able for review by the Evaluation Board so that a cohesive programing and 
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planning project can be carried out. This action will result in an expansion of 
the work of the staff to cover a vast number of producers not heretofore considered 
in a category suitable for consideration under the rating program. 

Our mobilization studies and operation alert exercises have acutely demon- 
strated the extensive interdependence of all American production units and the 
serious difficulties which could be encounteerd by industry in a postattack 
period. Test patterns of attack applied against facilities engaged in end-product 
production have indicated, in many instances, a possibility of continued produc- 
tion of end-items at a high rate. However, selective studies of the effects of an 
attack upon the availability of materials and components to support the produc- 
tion of such items in the same facilities have proven that end-item production 
would be reduced appreciably or would be limited to that which could be ac- 
complished from existing inventories of materials and components. Thus, the 
production of an end-product must necessarily be limited by the availability of 
its least accessible necessary or vital component. 

To accomplish the so-called vertical analysis of the production chain, extensive 
preliminary effort must be expended in the preparation of studies and the choice 
of vital items and components to be reviewed in collaboration with selected 
industries. The inclusion in these studies of the various items on the survival 
items list and those products necessary to aiford survival services would result 
in a project of such magnitude as to require the use of electronic computing 
equipment. 

The activities of the BDSA of the Department of Commerce in connection 
with the Government’s stockpile program will require considerable expansion 
over an indefinite period of time. It will be necessary to accelerate the sub- 
mission of the so-called basic data sheets to the Office of Defense Mobilization 
in which are contained national requirements and supply of stockpile materials 
for the emergency period. Revisions in the plans of the Department of De- 
fense make continuous review of stockpile levels mandatory. Additionally, the 
very size of the national stockpile and the potential effects upon the industrial 
economy of varying purchase or disposition programs makes continuing review 
essential. Studies relating to the need for and effects of diversion to industry 
of proposed shipments to the stockpile will continue as specific industrial 
shortages of such materials appear. Intensified study of the effects of techno- 
logical industrial changes upon the character and type of stockpiled materials 
must be undertaken to assure maximum utilization of the products under vary- 
ing emergency conditions. 

All of the foregoing changes in planning or revisions in planning direction 
are designed to maintain the maximum effectiveness in the Nation’s industrial 
posture of defense, irrespective of the nature of the emergency with which 
we may be confronted. Changes in planning activities as proposed are dictated 
by the constantly changing concepts and assumptions which are forced upon 
the Nation by international events and the advances in the destructiveness of 
weapons and their methods of delivery. The conservation and preservation of 
the industrial potential of the Nation continues to be our prime concern. 


OFFICE OF AREA DEVELOPMENT—REPORT OF ACTIVITIES UNDER THE DEFENSE 
PRODUCTION ACT 


The responsibilities and activities of the Office of Area Development under 
the Defense Production Act stem from a delegation to the Department of Com- 
merce from the Office of Defense Mobilization. 

Under Defense Mobilization Order I-19, January 11, 1956, the Department of 
Commerce (Office of Area Development) was assigned the responsibility for 
“providing guidance and assistance to departments and agencies of the Federal 
Government, to industry, public and private persons and organizations (in- 
cluding local dispersion committees)” in the application of the dispersion policy. 


BACKGROUND OF THE DISPERSION PROGRAM 


Following the Korean attack in 1950, it was decided to expand and build up 
our industrial capacity to meet anticipated mobilization demands. Inevitably, 
concern arose over the fact that new production facilities might be so located 
as to make our existing target areas even more attractive to enemy attack. 
Accordingly, a policy was adopted that, whenever possible, these new defense 
and defense-supporting facilities would be located far enough away from the 
major population and industrial concentrations so as to be relatively secure 
from the effects of an attack. 
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This original dispersion policy was announced by the President on August 
10, 1951. Under the policy, local committees were established to make indus- 
trial dispersion surveys and to help advise industry on suitable locations with- 
in the marketing areas of the various target cities. Suitably dispersed loca- 
tions were regarded as those at least 10 miles from the periphery of any 
critical target or target area. The policy did not call for the relocation of 
existing facilities; only the dispersed location of new or expanded facilities. 
Needless to say, it was not wholeheartedly accepted by potential target cities, 
since in many instances it meant that new defense facilities would be located 
outside the cities’ taxable area. 

By 1956, new developments in weapons technology made it clear that the 10 
mile rule was no longer adequate. Accordingly, on January 11, 1956, a revised 
policy was issued in Defense Mobilization Order I-19. This policy recognized 
a variety of factors which must be considered in determining the appropriate 
distance which a facility should be from a target area, including the size and 
importance of the target; the size of weapon likely to be used against it; the 
characteristics of the proposed facility, including protective construction; and 
the economic, operational, and administrative requirements in carrying out the 
function for which the facility is to be provided. 

In the middle of the year, the Congress, in effect, endorsed the national dis- 
persion policy by adding to the Defense Production Act the following paragraph: 

In order to insure productive capacity in the event of such an attack on the 
United States, it is the policy of the Congress to encourage the geographical dis- 
persal of the industrial facilities of the United States in the interest of the 
national defense, and to discourage the concentration of such productive facili- 
ties within limited geographical areas which are vulnerable to attack by an enemy 
of the United States. In the construction of any Government-owned industrial 
facilities, in the rendition of any Government financial assistance for the con- 
struction, expansion, or improvement of any industrial facilities, and in the pro- 
curement of goods and services, under this or any other act, each department and 
agency of the executive branch shall apply, under the coordination of the Office 
of Defense Mobilization, when practicable and consistent with existing law and 
the desirability for maintaining a sound economy, the principle of the geograph- 
ical dispersal of such facilities in the interest of national defense. Nothing con- 
tained in this paragraph shall preclude the use of existing industrial facilities. 


DSPERSION COUNSELING UNDER DMO I-19 


In its responsibility for counseling Federal agencies, private industry and 
others under DMO-19, the objective of the Office of Area Development has been 
to secure the greatest relative security of location within the particular local 
market area under consideration. This approach permits the natural function- 
ing and growth of urban market areas and does not force regional decentraliza- 
tion. In order to accomplish this objective, the Office of Area Development ad- 
vises on the dispersion adequacy of specific sites from population and industrial 
concentrations, and obtains a further determination from the Department of 
Defense of the dispersion adequacy of specific sites from major military installa- 
tions and key industrial facilities. 

Under the revised policy, the distance of a new facility from potential target 
and destruction areas is still regarded as a major factor in reducing the risk of 
attack damage to such facility. The determination of an appropriate dispersal 
distance affording the greatest degree of relative safety is decided on a case-by- 
case basis, with due consideration given to the various factors referred to above. 

In order to accomplish the above objective, the Office of Area Development has 
established procedures whereby manufacturers and others can obtain a con- 
venient “one-stop” advisory service which includes: 

(1) Data on the relationship of specific sites to urban target areas as 
defined under the criteria of the program; 

(2) A determination in the case of a target city, of an appropriate dis- 
persal distance affording the greatest degree of relative security; 

(3) A further determination, in cooperation with the Department of De- 
fense, as to whether or not the proposed site is far enough removed from 
strategic military installations and key industrial facilities which may be 
in the vicinity. 

The dispersion counseling function of the Office of Area Development has 
proven to be a practical and logical adjunct to the overall program of the Office. 
The Office of Area Development serves as a focal point and clearinghouse within 
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the Federal Government in providing assistance to States, communities, and pri 
vate groups for the purpose of promoting area industrial planning and develop- 
ment. The Office maintains working contacts with all the individual official State 
planning and development agencies; it holds annual meetings with the directors 
of these agencies; it works closely with the American Industrial Development 
Council’s dispersion committee; and it provides direct assistance to local indus- 
trial development groups, city planning officials, and chambers of commerce. 
Area Development’s Industrial Location Division, which handles dispersion 
counseling, is the Office’s primary contact with private industry. This Division 
is set up to help industry on location problems from all standpoints. It main- 
tains industrial locational data on regions, States, and areas, assists utility and 
railroad companies and management, consulting firms in their plant location work, 
and provides to interested companies and individuals sources of Federal data 
and information useful in the selection of industrial locations. Counseling 
on the security of plant location fit well into these area development activities. 


Summary of dispersion counseling activities 

During 1956, the Office of Area Development and the Department of Defense 
provided dispersion advice to manufacturers, Government agencies, and others on 
807 sites located in 44 States, as follows: 


Begional Government PelocatiOm, SiGOB nica ect dicite ne mnwmeensdwmmmiet’ 291 
1958 military construction PrORPON Ne ook ois Lik Cece 165 
Certification 00 OOO ici ice him isd crim ccna eed amenen nell 135 
BV EEG, CTE ba cone tt isente nis acd hecegh eke winepteeaeiend oene mae 106 
DICE OTING TIRE TRA OIE TCT asec ests ich shes etc nice biernaieni 66 
POENGIONRS - MADR R NG --8, Wiistiseicdiaaict Karat nmdiitimenmmaiiatiaheniiianmeaaianle 29 
Vite TR’ . ASAT SI I aii ia Scncaiscitisiecin is ia paeseecilbanisnillahaaepliiositaiean sim Mnicintiahmeanail 13 
TORGCR ORE TG BOR sic ciotiediciaitncténdsanmaguiceiniinnacdmneaae mma 2 

NO its wi cxn di nieseiicnsticamnsenibis meniathiiacstaieaneaeshacsauea ea ADM cote lect 807 


During the first 8 months of 1957 the Office of Area Development has provided 
dispersion advice on 157 sites located in 36 States as follows: 


Regional Government relocation sites...._...................-.-.--__--. 84 
Certibcates OF  maceatier. 3... .e oo keene bi nde de Jb Se 29 
PRT VAUS TEE ei er ih ci Swe dee ce ale indie baie ha ededbncatete 44 

FE bos po eee de a chai elds co aw ci lal eta Age phase eh dink end Dron 157 


1 Defense Department advice only. 
On the educational side of the program 


It is believed that in addition to the companies calling on the Office of Area 
Development for dispersion advice, as represented by the above figures, there 
are many manufacturing concerns that have chosen uncongested areas for new 
plant locations for security reasons without contacting the Office of Area 
Development. 

The Office of Area Development believes that the dispersion program will be 
most effective when the greatest number of people are convinced of the need 
for dispersion as a national security measure. To achieve this end, the Office 
is accelerating its educational program by distributing widely a release which 
points up the need for dispersion, describes the implementation of the national 
program, and includes the following procedures : * 

How to get a determination on the dispersion values of proposed plant sites 
with respect to— 

Population and industry concentrations 
Key industrial facilities. 
Major military installations. 
I. Indicate proposed site or sites on map. (Ordinary road map will 
suffice. ) 
II. Send marked map to— 
Industrial Location Division, 
Office of Area Development, 
United States Department of Commerce, 
Washington, D. C. 
III. Check with the local dispersion committee for its data on specific sites. 


1U. S. Department of Commerce, Office of Area Development, the National Industrial 
Dispersion Program, March 1957. 
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The national headquarters of the Federal Civil Defense Administration has 
requested 20,000 copies of this release for distribution to State and local civil 
defense groups and to industries participating in the FCDA industrial defense 
program. It is also being distributed through the 25 industry divisions of the 
Business and Defense Services Administration. Another phase of this educa- 
tional program is the regular participation of an Office of Area Development staff 
member in the staff college course on industrial defense held bimonthly at the 
FCDA national headquarters in Battle Creek, where he gives an illustrated 
lecture on the national dispersion program to the 100 or more industry and 
Government representatives attending each course. 

Participation in Federal civil defense programs 

Until June 30 of this year, the Office of Area Development also carried out 
several projects delegated to it by the Federal Civil Defense Administration. 
The authority for these projects and scope of work accomplished were as follows: 

Pursuant to the authority contained in section 201 (b) of the Federal Civil 
Defense Act of 1950 (64 Stat. 1248), the Secretary of Commerce was delegated 
certain authorities and responsibilities under Federal Civil Defense Delegation 
No. 2 of September 8, 1954. Among the specific responsibilities so delegated, the 
fifth reads as follows: “Provide data and assist the States in conducting analyses 
of potential target and support areas for the purpose of providing basic 
statistics and maps essential to the completion of Federal, State, and local civil 
defense operating plans.” 

3y Department Order No. 160 (amended), dated September 30, 1955, the Office 
of Area Development was redelegated authority to perform these functions. By 
memorandum of understanding between the Office of Area Development and the 
Federal Civil Defense Administration, dated December 18, 1956, specific respon- 
sibilities of the Office of Area Development were delineated : 


we 
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These were: 
(a) Data survey relative to: 
(1) Reduction of urban vulnerability 
(2) Survival planning 
(b) Verification of critical target area aiming boundaries. 

Project a (1) was completed by the preparation of an “Annotated Bibliography 
on Reduction of Urban Vulnerability to Nuclear Attack,’ transmitted to the 
Federal Civil Defense Administration on July 2, 1957. The bibliography contains 
approximately 150 unclassified items. In addition, a classified appendix, a card 
index of all items included, and information concerning additional references, 
printing estimates and a suggested distribution were furnished, as well as a 
complete set of the articles, books, and publications abstracted. 

In connection with project a (2) above, Office of Area Development personnel 
visited 23 survival planning projects, as of June 30, 1957. All seven Federal 
Civil Defense Administration regions were covered. Also, meetings were held 
with Federal Civil Defense Administration headquarters personnel in Battle 
Creek and with each of the regional offices, with one exception. 

In conferences with the survival planning projects emphasis was placed on a 
full explanation of the responsibilities, services, and capabilities of the Depart- 
ment of Commerce and its component units. It was the endeavor, acting as 
agents for Federal Civil Defense Administration, to provide any technical assist- 
ance or information within the province of the Department to the requesting 
project or, in the case of information of general usefulness, to all projects 
through the Federal Civil Defense Administration regional offices. 

In briefing the various survival planning projects on the Department of Com- 
merce role in civil defense, Office of Area Development personnel served as a 
focal point for reception of questions or problems involving other parts of the 
Department and were able to furnish information from and provide coordination 
for other bureaus. In several cases representatives of other primary units of the 
Department participated in project visits and in regional office meetings. 

Due to the noninclusion of funds for delegate agency activities for fiscal year 
1958 in Federal Civil Defense Administration’s current appropriation act, con- 
tinuation of work by the Office of Area Development on the civil defense assign- 
ments described above necessarily ceased as of Jnne 30, 1957. 
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SUMMARY OF THE OPERATIONS OF CIvIL AERONAUTICS ADMINISTRATION UNDER 
THE DEFENSE PRODUCTION AcT FOR INCLUSION IN THE ANNUAL REPORT TO THE 
JoInT COMMITTEE ON DEFENSE PRODUCTION, FiscAL YEAR 1957 


I, PROGRAMS OF CAA 


Two major civil aviation programs were conducted by the Civil Aeronautics 
Administration during the fiscal year 1957, under authority of the Defense 
Production Act of 1950, as amended. These programs related to priorities and 
allocations of materials required to support the manufacture, construction, and 
maintenance of (a) air-carrier aircraft and (b) the Federal airways and sup- 
porting units. A third program covers the administration, including enforce- 
ment, of transportation orders T-1 and T-2. 


Il, AUTHORITY 


The CAA programs were administered under Department Order No. 86, as 
‘amended; which, in turn, is based on Executive Orders 10219, as modified, and 
10480; Defense Mobilization Order VII-5; also Business and Defense Services 
Administration Delegation 6, and its related policy memorandum; and trans- 
portation orders T-1 and T-2. 


Ill, SUMMARY OF PROGRAMS 


The following summaries of the programs are set forth with respect to 
operations beginning July 1, 1956, and ending June 30, 1957: 

(A) Air-carrier aircraft program 

This program consists of two parts. The first part deals with the establish- 
ing of production schedules for the manufacture of civil air-carrier aircraft; 
and the second part deals with the maintenace, repair, and operating supplies 
and equipment for air-carrier aircraft. 

With respect to the first part, the CAA, acting as a coordinating agency for 
the Air Coordinating Committee, prepared and submitted requirements to ACC 
at quarterly intervals for new civil aircraft for both United States and friendly 
foreign air carriers. ACC considered these schedules of aircraft units and ap- 
proved them. The approved programs were forwarded to the Department of 
Defense Aircraft Production Resources Agency for use as a basis for approving 
the manufacturers’ requests for priority authority and controlled materials 
allotments to implement the scheduled production. In addition, the approved 
programs were forwarded to the Office of Defense Mobilization for its informa- 
tion. 

With respect to the maintenance, repair, and oper:ting supplies for aircraft 
operated by both domestic and friendly foreign air carriers, the CAA, in exer- 
cising its allotting-agency responsibilities— 

(a) Presented quarterly requirements for allotments of controlled ma- 
terials to the Department of Defense; and 

(b) Obtained ratings which provided priority assistance for air carriers 
equal to that made available to military elements. 

The CAA administered the granting of allotments and rating authority for 
MRO to United States carriers, and exercised control of allotments and priori- 
ties for foreign air-carrier MRO through coordination with the Bureau of 
Foreign Commerce and the International Cooperation Administration. 

A subprogram supplementing the air-carrier MRO portion of this program 
was carried on to assist United States air carriers in cases of emergency to 
obtain spare parts, including engines and propellers, through the Air Force 
(Navy). This program, known as the emergency repair parts program, is 
based upon an agreement between the Under Secretary of the Air Force and 
the Administrator of Civil Aeronautics to meet the United States air-carrier 
operators’ emergency needs, either by diversion from an Air Force (Navy) 
procurement source, by outright sale by the Air Force (Navy), or by sale con- 
ditioned upon return of reparable parts to the Air Force. 

(1) Effectiveness of program.—With respect to the production program for 
the new aircraft, approval was granted by ACC for the production of 627 air- 
earrier aircraft for the period July 1, 1957, through December 1959. 
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With respect to maintenance, repair, and operating supplies for air-carrier 
aircraft, an adequate allotment of controlled materials to meet the needs of 
approximately 70 domestic and 65 friendly foreign carriers was made, and DO 
ratings to the extent of approximately $60 million each quarter were available 
during the past fiscal year. 

(2) Current need for program.—Prior to July 1, 1953, the Department of 
Defense, the National Production Authority (now BDSA), and the Defense 
Production Administration (now Office of Defense Mobilization) had recognized 
that the air-carrier program was so closely connected with the defense effort 
that the use of certain military-allotment symbols and priority ratings was 
authorized. 

When the Defense Production Act was amended and the defense materials 
system became effective on July 1, 1953, the direct defense connection received 
continued recognition. 

As a result, schedules for the production of new aircraft, prepared by CAA and 
approved by ACC, are submitted to the Department of Defense in order that 
materials may be made available and production of these aircraft may be 
integrated with military production. With respect to the maintenance, repair, 
and operating supply requirements of the air carriers, allotments of controlled 
materials and priority ratings were made available to CAA by the Department of 
Defense and the Business and Defense Services Administration, respectively. 
It is considered that this program must be continued as long as it is deemed 
necessary to maintain controls for military production. 

(B) Federal airways and supporting-units program 

The CAA administered the collection of requirements submitted by the various 
segments of CAA for the establishment and maintenance of the Federal airways 
system, including requirements of the Air Navigation Development Board and 
Aeronautical Radio, Inc., and presented such requirements to the Department 
of Defense for issuance of allocations. The budgeting of allotments, including 
accounting control, and the issuance of priority authority to the various segments 
of the CAA for the Federal airways system were carried out. 

(1) Effectiveness of program.—Based upon allocations received from the 
Department of Defense, allotments of controlled materials were made available 
for the establishment of new air-navigation facilities and also for maintenance 
purposes in amounts adequate to carry on the air-navigation facilities program 
of the CAA. The use of military-allotment symbols and priority ratings for 
equipment and supplies permitted continuation of this program without serious 
delay. 

(2) Current need for program.—The air-navigation facilities installed by the 
CAA require the use of high-precision electronic equipment and other related 
materials. When the defense materials system became effective on July 1, 1953, 
it was considered by the CAA, and agencies of higher authority, that, due to 
its close connection with the defense, this program should continue to receive 
priority and materials ratings equal to those accorded military programs. The 
current expansion of the Federal airways system has emphasized further the 
soundness of this decision. As long as controls applicable to military purchases 
are continued, the program should be afforded equal status with military 
procurement. ; 


(C) Miscellaneous prioritics and matcrials 

Under the Defense materials system, the manufacture and maintenance of non- 
earrier aircraft do not qualify for priorities and allocations. However, in keep- 
ing with ACC policy, CAA collected requirements in terms of aircraft units needed 
for defense-supporting civil activities such as executive, agricultural, and in- 
dustrial flying. These requirements were incorporated in quarterly production 
programs and submitted to ACC for approval. The approved noncarrier aircraft 
programs were forwarded by ACC to the Department of Defense Aircraft Pro- 
duction Resources Agency for information as to available productive capacity 
and for integration with the civil air carrier and military programs to form the 
complete United States aircraft-production program. Likewise, the approved 
programs were forwarded to the Office of Defense Mobilization for information. 

As a result of the sponsorship of the CAA, a noncarrier aircraft-production 
program was approved which formed the basis for the scheduled manufacture of 
7,332 airplanes in the calendar year 1958 and 7,500 in 1959, thus contributing to 
the stability of aircraft-production output which is so important to the con- 
tinuation of essential noncarrier civil aviation. 
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CAA will continue to prepare noncarrier aircraft-requirements data for sub- 
mission to the Department of Defense so that mobilization planning will take 
into account this important segment of the aircraft industry. In addition, 
wherever any critical shortage may affect the production of such aircraft, the 
CAA will present claims for priority assistance in light of essentiality to the 
defense effort. 

In addition, under its responsibility as an allotting agency, CAA obtained and 
submitted to the Office of Defense Mobilization, in response to its requests, 
estimated current requirements of titanium for the civil-aircraft programs. 

Except for some of the larger air carriers, aircraft manufacturers, and elec- 
tronic manufacturers the priorities and allocations functions performed by CAA 
under the Defense Production Act affected a multitude of small-business enter- 
prises which received equal treatment and were provided with assistance and 
encouragement in the manufacture of electronic equipment, aircraft spare parts, 
and related equipment. 


(D) Transportation Orders T-1 and T-2 


With respect to these orders, instructions have been issued by our Office of 
Flight Operations and Airworthiness to field personnel to report immediately to 
the Under Secretary of Commerce for Transportation any violations of the 
orders that come to their attention. These instructions will be continued in 
force as long as Transportation Orders T-1 and T-2 are in effect. 


IV. MAJOR PROBLEMS CONFRONTING CAA 


There are no major problems in carrying out the current responsibilities out- 
lined in section ITI, above. 


V. CHANGES IN MOBILIZATION PLANNING AND READINESS MEASURES TO MEET FUTURE 
EMERGENCIES 


Through the report year, CAA has continued its participation with the Depart- 
ment of Defense and the Business and Defense Services Administration in devel- 
opment of mobilization supply-requirements data for selected electronic com- 
ponents. 

VI. STANDBY PROGRAMS TO MEET FUTURE EMERGENCY 


Administration of the air-carrier aircraft and the Federal airways and sup- 
porting-units programs, under the standby defense materials system, will be 
continued in accordance with the regulations and in the light of existing condi- 
tions. Likewise, the preparation of noncarrier aircraft production schedules 
will be continued. The procedures and necessary standby organization will be 
maintained as long as controls exist so that, in the event of partial or full 
mobilization, expansion of this activity may take place with a minimum of 
delay. 

VII. CHANGES IN ORGANIZATION DURING THE YEAR 


Administration of the priorities and allocations functions has remained in the 
defense requirements staff of our General Services Office throughout the past 
year. The staff consists of two persons. 


VIII. FUTURE OBJECTIVES 


A major objective of CAA is that of obtaining continued recognition of the 
basic requirements of the civil-aviation programs under mobilization conditions. 


IX. ACTION TAKEN AS A RESULT OF ANY RECOMMENDATIONS OF THE JOINT COMMITTEE 
ON DEFENSE PRODUCTION 


The committee made no recommendations relative to priorities and allocations 
responsibilities affecting the CAA programs recognized under the defense mate- 
rials system. 

X. OTHER PERTINENT INFORMATION 


It is believed that the comments above cover the current situation. 


MARITIME ADMINISTRATION—REPORT OF ACTIVITIES UNDER THE DEFENSE 
PRODUCTION ACT, SEPTEMBER 1, 1956—SEPTEMBER 1, 1957 


The Maritime Administration has continued to cooperate with the Depart- 
ment of Defense and the Office of Defense Mobilization in a number of activities 
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designed to provide and maintain an adequate mobilization base. The principal 
areas of responsibility covered by the Maritime Administration involve ship 
construction, shipyard facilities, and ship operations. 


PRIORITIES ALLOCATIONS 


As a claimant agency for ship construction (oceangoing), the Maritime 
Administration has processed priorities under redelegation from the Depart- 
ment of Defense covering 14 ships essential for defense purposes during the 
year. These priorities were handled under the regulations of the defense ma- 
terials system. 

As a result of changes in the organization of BDSA, the Maritime Admin- 
istration has accepted responsibility for handling priorities under DMS cover- 
ing ocean shipping formerly processed by that agency. In this connection, the 
Maritime Administration has agreed to accept all functions dealing with ocean 
shipping and relating to mobilization matters formerly handled by the Ship- 
building, Ordnance, and Aircraft Division of BDSA. 

Authority: Defense Production Act of 1950, Public Law 774, S8lst Con- 
gress; Executive Order 10480, as amended; Departinent of Commerce Order 
No. 128 (amended), dated March 21, 1956, and supplement 1 thereto dated 
March 13, 1951. 


MOBILIZATION PERIOD SHIP-CONSTRUCTION PROGRAM SHIPYARD FACILITIES 


Preliminary physical inspections of the national industrial reserve shipyards 
at New Orleans, La., and Panama City, Fla., were conducted in company with 
representatives of the designated operators. Preliminary estimates were pro 
cured from the designated operators of the cost of surveys to cover the ade- 
quacy of facilities and machine teols and develop estimates of the cost of neces 
sary rehabilitation work required in these yards. Funds necessary to conduct 
such surveys were requested in ¢iscal year 1957, but were not appropriated. 

Negotiations have been entered into with the Department of the Navy te 
reallocate existing shipyards to the Maritime Administration, thereby decreas- 
ing the number of new shipyards which would be required to be built for 
mobilization purposes. Private shipbuilders have been advised of their re 
spective workloads, and have been requested to be ready to prepare plans for 
altering their existing establishments and taking over new shipyards subject 
to the availability of appropriated funds for this purpose. 

Authority: Defense Production Act of 1950, Public Law 774, Sist Con 
gress; Executive Order 10480, as amended; Department of Commerce 
Order No. 128 (Amended), dated March 21, 1956, and supplement 5 thereto 
dated December 17, 1951, and supplement 1 dated March 15, 1951. 


MARITIME ADMINISTRATION FACILITIES AND EQUIPMENT 


The Maritime Administration continued to make available, under revocable 
permit, portions of its four Government-owned reserve shipyards to other Fed- 
eral agencies, in many cases for usage relating directly to the defense effort 
For example, 150 acres of land, 29 buildings and miscellaneous other structures 
are permitted to the Department of the Air Force at the Maritime Vancouve1 
Reserve Shipyard, Vancouver, Wash., for use as the Air Force’s West Coast 
Vehicle Concentration Center. 

At the request of the Office of Defense Mobilization, the Maritime Adminis 
tration continued to make available to national-defense contractors critical 
machine tools and metalworking equipment from its four reserve shipyards. 

Authority: Defense Production Act of 1950, Public Law 774, S1lst Con- 
gress; Executive Order 10480, as amended; Department of Commerce Order 
No. 128 (amended) dated March 21, 1956; supplement 1 thereto dated 
March 13, 1951, and supplement 5 thereto dated December 17, 1951. 


PARTICIPATION IN INDUSTRIAL PROCUREMENT ALLOCATION PLANNING 


The Maritime Administration continued its participation in the procurement 
allocation program in cooperation with the Department of Defense, the Atomic 
Energy Commission, and other Government agencies. The prime objective of 
this program is to speed the conversion of private industry from peacetime to 
war production through the consideration and execution of standby procure 
ment agreements. These agreements describe in detail the critical items required 
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in the event of mobilization as well as the quantities and rates of production. 
In this way, industry officials and Government procurement officers can com- 
pare and adjust wartime requirements against current production capabilities. 

During the past year, 276 agreements and agreement renewals, as well as 199 
plant surveys, were initiated. In large measure these agreements reflect and 
emphasize bottleneck areas, such as stern frames, specialized weight-handling 
equipment, ete. 

Authority : Defense Production Act of 1950, Public Law 774, 8ist Congress ; 
the Merchant Marine Act of 1936, as amended; Executive Order 10480, as 
amended; Executive Order 10219, as modified by Executive Order 10480; 
Defense Mobilization Order VII-7 dated March 6, 1957; and related dele- 
gations of authority from the Under Secretary of Commerce to the Admin- 
istrator, Maritime Administration. 


SHIPBUILDING PROGRAMS 


Under the broad authority of the Defense Production Act and implemented 
by other legislation as indicated below, the shipbuilding program of the Maritime 
Administration during the reporting period consisted of the following projects: 

Construction of four T5—-S—12a bulk oil tankers was completed (Public Law 
575—appropriations by Public Law 663, 83d Cong. ). 

Conversion of four Liberty ships from the national defense reserve fleet was 
completed during this period, the last one being delivered on September 6, 1957. 

Six large bulk oil tankers which were constructed to replace trade-in tankers, 
with national defense features incorporated, were completed and delivered. No 
other tankers are presently being built under the trade-in provisions. (Sec. 510, 
Merchant Marine Act, 1936, as amended. ) 

Four passenger-cargo ships, two P2-S2-9a and two P2-S2-11a, are presently 
being constructed under construction-differential subsidy contracts with allow- 
ance for national defense features. (Title V of the Merchant Marine Act, 1936, 
as amended. ) 

Six miscellaneous ships (MSTS special types) for the Department of the Navy 
are under construction, and one small gasoline tanker has been delivered. 
(Public Law 458, 83d Cong., 2d sess. ) 

Construction of one prototype tanker T5-S-RM2a, is in progress. (Public 
Law 121, 84th Cong., 1st sess. ) 

Authorization for construction of 1 protoype merchant ship of the Clipper 
class and the conversion of 1 Liberty ship to closed cycle gas turbine propulsion 
is still in effect, but funds have not yet been allocated. (Public Law 942, 84th 
Cong., 2d sess. ) 

A mobilization-shipbuilding program has been prepared based on guidance 
received from the Joint Chiefs of Staff and the Department of the Navy. The 
scheduling of this mobilization-shipbuilding program has been coordinated with 
the Mobilization Planning Office of the Bureau of Ships. 

The Maritime Administration shipbuilding program has been transferred into 
gross national product dollar values for the Office of Defense Mobilization; also, 
the quantities of critical and controlled materials have been furnished to that 
agency covering new construction, activation, conversion, and normal operation. 


PORTS AND PORT UTILIZATION 


The Maritime Administration continues to maintain liaison with port author- 
ities and the shipping industry on port matters and with other Government 
agencies through representation on interagency committees, such as the Inter- 
agency Committee on Port Utilization. On behalf of the several interested Fed- 
eral agencies, the Maritime Administration maintains on a current basis an 
inventory of United States port facilities and estimates of their capacities, and 
cooperates with the CIA in interagency intelligence planning in the development 
of foreign port capacities. 

The Maritime Administration, in cooperation with the Office of Defense Mobil- 
ization and in collaboration with the Department of Defense, is engaged in the 
continuing study and development of capacity and nuclear bomb damage assess- 
ment data as applied to facilities at United States sea and Great Lakes ports, and 
inland waterway navigation locks and.dams. An initial submission of required 
data has been made to ODM eon the location, capacity, structure, and vulnerability 
characteristics of such facilities, abstracted to punchecards. During the year a 
comprehensive form for obtaining current data was devised by the Administra- 
tion and approved by the several Government agencies interested therein. 
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Responsibility for conducting the defense mobilization functions relating to 
port systems and facilities in the United States, its Territories and possessions, 
were delegated to the Maritime Administrator by the Interstate Commerce Com- 
mission (ICC delegation TM-1) effective April 12, 1957. 


DETERMINATION OF THE REQUIREMENTS FOR THE ALLOCATION OF MERCHANT SHIPS 


During the period of this report, all assignments of ships for operation under 
general agency agreements were made at the request of and were operated for 
the account of Military Sea Transportation Service to facilitate the implementa- 
tion of military requirements. On September 1, 1956, there were 28 ships under 
GAA; by February 1957 this number had been reduced to a total of 4 ships. In 
the spring of 1957 the number of ships under GAA again increased and reached 
a high of 26 in July 1957. These ships, all to meet MSTS requirements, were 
placed in operation principally for employment in the Arctic DEW line 
operation. 

As of June 30, 1957, there were 133 Government-owned merchant ships being 
operated under bareboat charter ; 35 in liner services, and 98 for the transporta- 
tion of bulk cargoes of coal and grain, which were allocated during the year pur- 
suant to the findings of the Federal Maritime Board under the provisions of 
Public Law 591, 8ist Congress. 

Authority : Defense Production Act of 1950, Public Law 774, 81st Congress ; 
Executive Order 10219; Executive Order 10480, as amended; Department 
of Commerce Order No. 128 (amended) dated March 21, 1956, and supple- 
ment 1 thereto dated March 31, 1951. 


GRAIN PROGRAM 


During the reporting period a total of 177 ships previously loaded with grain 
will have been discharged, and 11 ships will have been reloaded with new grain. 
There are now a total of 201 ships in which are stored approximately 46 million 
bushels of grain at 4 reserve fleet sites, 2 of which are located on the Atlantic 
eoast and 2 in the Pacific Northwest. 

Authority : Defense Production Act of 1950, Public Law 774, 81st Congress; 
Executive Order 10219; Executive Order 10480, as amended; Department 
of Commerce Order No. 128 (amended) dated March 21, 1956, and supple- 
ment 1 thereto dated March 31, 1951. 


ABC-DEFENSE TRAINING PROGRAM 


Through the cooperation of the Department of the Navy (MSTS), training 
programs at Bayonne, N. J., and Terminal Island, Calif., were established to in- 
doctrinate merchant marine shoreside and seagoing personnel in defense against 
radiological hazards, damage control, and fire fighting. In furtherance of this 
program, a guide has been compiled listing the necessary equipment and supplies 
for use in connection with defense against these hazards. Tentative plans have 
been made to equip the converted Liberty ship William Patterson as the first 
United States merchant ship with the capability for washdown countermeasures. 

Authority : Defense Production Act of 1950, Public Law 774, 81st Congress ; 
Executive Order 10219; Department of Commerce Order No. 128 (amended) 
dated March 21, 1956, and supplement 1 thereto dated March 31, 1951. 


CERTIFICATES OF NECESSITY 


The Maritime Administration is the delegate agency responsible for making 
recommendations to the Office of Defense Mobilization on applications for cer- 
tificates of necessity authorizing accelerated depreciation for tax purposes. 

During the past year, upon our favorable recommendation, 27 certificates were 
issued under expansion goal No. 27, tankers, oceangoing, covering a total of 38 
ships, with estimated aggregate construction costs of $478,579,000. 

Under expansion goal No. 227, roll-on, roll-off ships, 3 certificates were issued, 
covering a total of 18 ships, with aggregate estimated construction costs of 
$140 million. In addition, a favorable recommendation was made on a fourth 
application covering 2 ships at estimated total costs of $30 million. No action has 
been taken on this application by the Office of Defense Mobilization to date. 

While no expansion goal was in effect on tank barges, one such vessel was 
certified on our recommendation, and with strong support of the Department of 
Defense. The estimated cost of this vessel was $600,000. 
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Authority: Section 124A of the Internal Revenue Code, as added by sec- 
tion 216 of the Revenue Act of 1950, and implemented by Executive Order 
10480, as amended; Department of Commerce Order No. 128 (amended), 
dated March 21, 1956, and supplement 1 thereto dated March 13, 1951. 


DEFENSE AIR TRANSPORTATION ADMINISTRATION’S (DATA) PROGRAM AND 
AUTHORITY 


During the past year, DATA’s program has been to further perfect the 
readiness of civil air transportation facilities for immediate conversion to the 
most effective wartime operation. Although the priorities and allocations author- 
ities for the use of air transport facilities has not been actually exercised, DATA 
is maintaining a planned allocation of four-engine, long-range aircraft to a civil 
reserve air fleet periodically geared into current Department of Defense plans. 
This standby allocation is also necessary for effective operational and logistical 
mobilization planning. 

From section 101 of the Defense Production Act, Executive Orders 10480 and 
10219, and Commerce Department Order No. 187, priorities and allocation authori- 
ties with regard to air transportation facilities are delegated to the Secretary 
of Commerce, and redelegated to DATA. DATA’s duties include: 

1. Assemble and analyze data on the requirements of civil air transpor- 
tation and of the Department of Defense for aircraft of the types used by 
civil air carriers. 

2. Formulate plans and programs and initiate action to meet these require- 
ments, including the transfer or assignment of aircraft of civil air carriers 
to the Department of Defense when required for such needs of the Armed 
Forces as are approved by the Director of ODM. 

3. Consult with the Chairman of the CAB on the redistribution of remain- 
ing aircraft among civil air carriers to assure the maintenance of essential 
civil routes and services. 

4. Schedule the movement of traffic and administer priorities for civil air 
carrier transportation. 

5. Recommend to ODM on loans to private enterprise for expansion of air 
transportation facilities where such expansion is essential for the national 
defense. 

Two other DATA activities not under the Defense Production Act but closely 
related to national defense are (1) accelerated tax amortization of air-transport 
facilities under section 124A of the Internal Revenue Code and (2) aviation 
war-risk insurance under Public Law 74, 82d Congress. 


ALLOCATION OF AIRCRAFT 


The current allocation of aircraft to military support is 368 4-engine aircraft, 
by registration number, for the civil reserve air fleet in 1958 and 351 in 1959. 
The capability of the CRAF for each of these years amounts to about one-third 
of the total commercial airline airlift. The relative contributions of air carriers 
was made after reviewing the recommendations of DATA’s Allocations Advisory 
Committee, on which all CRAF contributors are represented. 


CIVIL RESERVE AIR FLEET 


The CRAF logistics working group has recently revised operational and logis- 
tics support plans for the CRAF for 1956-57, 1958, and 1959. Procedures have 
been developed for maintaining these plans on a continuing basis, adjusting them 
for changes in war plans, allocations of aircraft, and other factors. 

The group draws for expert technical advice upon over 400 individuals in the 
air-transportation industry who have security clearance for this project, 
as well as representatives from Air Force Headquarters, Air Materiel Command, 
Military Air Transport Service, Civil Aeronautics Administration, Aeronautical 
Radio, Inc., Airlines Personnel Relations Conference, and DATA. 

Agreement has been reached between carrier representatives and the Air 
Force on the basic plans for standby airlift contracts whereby the CRAF can 
be employed when needed, without confusion, loss of efficiency, or financial 
difficulties. DATA participates in the working group in this phase of the CRAF 
program, and during the past year the CRAF Standby Contract Drafting Com- 
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mittee has produced a draft contract which has been under review in Head- 
quarters, USAF, since March. 

In order to continue with current CRAF planning, and in order to operate 
the CRAF immediately and efficiently upon the outbreak of war, it is necessary 
that operations boards, composed basically of airline representatives, be or- 
ganized. A DATA representative is Chairman of the Operations Boards 
Agreement Drafting Committee to produce a basic document which has been 
submitted for approval to the Department of Justice for antitrust purposes, 
and then will be sent to the CAB for approval of carrier agreements. 


WAR AIR-SERVICE PATTERN 


Authority has been delegated to the Chairman of the Civil Aeronautics 
Board to reallocate aircraft between civil operators on a war air-service pat- 
tern for the most effective use of air transportation for national-defense pur- 
poses. The Chairman of the CAB created an industry advisory committee 
with several task groups to work on the various problems in this field. One 
of the task groups, chaired by a DATA representative, has produced a report 
on minimum civil requirements for United States air transportation in time 
of war, which, after circulation to various Government and industry repre- 
sentatives for comment and criticism, is now being revised. 


A AIR PRIORITIES 
a 
she Under a written agreement between the Secretaries of Commerce and De- 
eS fense, there is an Air Priorities Board, with the Administrator of DATA 
a, representing the Secretary of Commerce. This Board has been created to de- 
+4 termine policies required for the operation of a single worldwide air priorities 
ee system controlling traffic on United States military and civil transport-type 
”" aircraft in the event of war. 
” The standby organization which would administer the policies of the Air 
wy Priorities Board has not yet been formalized. 
“- os ee 
¢! GENERAL AVIATION 
a Allocation of approximately 800 multiengine, transport-type, business and 
é.: privately owned aircraft has been made by DATA to meet Federal civil-de- 
= fense requirements in the initial stages of an emergency. Concurrence and 
a5 cooperation of the owners has established this supplementary airlift on a 
f voluntary basis, and detailed plans for implementation in time of emergency 
bh have been approved by State aviation directors in conjunction with airport 
One managers of major airline stations to assure the most effective utilization of 
. this national emergency defense airlift (NEDA). 
-s A comprehensive survey has been undertaken for the purpose of determining 
le we availability of NEDA aircraft by numbers, types, and location, as well as avail- 
hk: ability of pilots and mechanics required to operate this fleet under mobilization. 
wh. MANPOWER 
+ The Administrator of DATA was appointed by the Secretary of Commerce 
ze on February 29, 1956, to act as Chairman of the Interdepartmental Aviation 
jon Manpower Committee which was established for the purpose of determining 


the current and prospective manpower needs of the aviation industry, both as to 
current operations and for full mobilization. Appropriate industry and labor 
representatives were designated to serve in a consultive capacity. The four 
subcommittees have completed their work, and the top Committee is presently 
preparing a final report to be submitted to ODM. 

The manpower technical advisory groups of both the Atlantic and the Pa- 
cific committees of the CRAF logistics working group have continued their 
work in support of the CRAF operation, and have revised the manpower alloca- 
tions among the carriers to bring them in consonance with current and projected 
aircraft allocations. 

The CRAF border clearance group has completed a draft supplement to 
MATS Traffic Manual, outlining specific procedures for border clearance of 
CRAF personnel as approved by Agriculture, Customs, Health, Immigration, 
and State Departments. 
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TAX AMORTIZATION AND DEFENSE LOANS 


In early January, the Office of Defense Mobilization closed expansion goal 
No. 148, covering the rapid writeoff of commercial aircraft. Recent legislation 
indicates that in all probability there will be no further writeoff of commercial 
aircraft. 

SMALL BUSINESS 


Small business is included and given equal treatment in all DATA programs. 
These programs are concerned with the entire air-transportation industry, in- 
cluding large and small certificated carriers, noncertificated carriers, and corpo- 
rate and private aircraft. Representatives of all air carriers are consulted, and 
are designated members of advisory committees if their aircraft and services 
are included in these programs. 


BUREAU OF PUBLIC ROADS 
OPERATIONS UNDER DEFENSE PRODUCTION ACT 


I. The Bureau of Public Roads, by delegation from the Department of Com- 
merce, acts as the material, equipment, and manpower supply and requirement 
agency for the Office of Defense Mobilization in regard to highway and bridge 
construction, maintenance, and operation, including urban streets and local roads, 
regardless of the method of financing. During the past year, estimates of mini- 
mum requirements under national-emergency conditions have been under discus- 
sion with ODM in connection with their study of the adequacy of production 
levels under such conditions. 

The Bureau of Public Roads also performs a variety of functions closely 
associated with the intent and objective of the Defense Production Act under 
the authority of the Federa!l-Aid Highway Act. Primary among these, of course, 
is the completion of the National System of Interstate and Defense Highways. 
As outlined in last year’s report, the completion of this system will not only 
provide a high-speed and flexible nationwide transportation network, but will 
also assist materially in the dispersal of industry by providing industry with 
innumerable industrial sites which are widely dispersed but still have economic 
access to material and parts sources, labor sources, and market areas. 

The Bureau of Public Roads is also engaged in other work closely associated 
with the aims of the Defense Production Act, such as the construction of access 
roads to military facilities, defense-production facilities, raw-material sources, 
and the construction of access roads into the heavily populated urban areas. 

In addition, the Bureau maintains and keeps current information as to the 
sufficiency of the various segments of the Nation’s highway system for use in 
routing transportation over the country under emergency conditions. 

Another very important aspect of the Bureau’s work is the natural disaster 
relief work carried out under the Federal-Aid Highway Act and in cooperation 
with the Federal Civil Defense Administration. This work is very important 
in that similar action would be necessary to provide the transport facilities 
needed to maintain production under national-emergency conditions. 

Il. The Bureau of Public Roads derives its powers for this work under 
Executive Order 10480, Defense Mobilization Order VII-5, and the Federal 
Highway Act of 1921, as amended. 

111. The objective in regard to defense-production planning on the part of the 
Bureau of Public Roads is to prepare the highway system in peacetime, insofar 
as possible, for an emergency situation and to keep current information available 
at all times as to highway sufficiency for additional transport requirements and 
the materials, manpower, and equipment needed to sustain the highway system 
in a state of sufficiency during an emergency period. 
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CIVIL AERONAUTICS BOARD 


CiviL AERONAUTICS BoArp, 
Washington, October 2, 1957. 
Hon. A. WILLIS ROBERTSON, 
Chairman, Joint Committee on Defense Production, 
United States Senate, Washington, D. C. 

DeEAR SENATOR RopertTson: Pursuant to your request of August 8, 1957, for a 
brief factual summary of the operations of the Civil Aeronautics Board under the 
Defense Production Act for the past year, we are glad to give you the enclosed 
report. 

Sincerely yours, 
Louris J. Hector, 
icting Chairman. 

Enclosure. 


REPORT OF ACTIVITIES UNDER THE DEFENSE PRODUCTION ACT 


1. Programs conducted by the Civil Aeronautics Board wnder authority of the 
Defense Production Act as implemented by Executive orders, departmental 
orders, delegations, etc. 

(a) Claimancy functions.—The Chairman of the Civil Aeronautics Board was 
initially delegated authority under the Secretary of Commerce Department Order 
128, supplement 2, section 2.013, of June 25, 1951, to act during rationing as claim- 
ant for airlines with respect to new aircraft and concurrent spares. 

Subsequent to this delegation, this claimancy function became ineffective upon 
issuance by the Office of Defense Mobilization of DMO VII-—5, which was followed 
by an office memorandum from the Secretary of Commerce dated October 31, 
1956. In this memorandum the authority to act as claimant for airlines with 
respect to new aircraft and concurrent spares was changed to the designation to 
present supply and requirements information with respect to new civil aircraft 
and concurrent spares for United States air carriers to the Office of Defense 
Mobilization through, and when requested by, the Assistant Director of Industrial 
Mobilization, Business and Defense Services Administration, Department of 
Commerce. 

(b) Delegation to Chairman covering distribution and redistribution of cir 
aircraft.—Under the authority conferred upon the Secretary of Commerce by 
Executive Order 10219 and pursuant to section 301 (b) (2) of this Executive 
order, the Secretary of Commerce in Department of Commerce Order 139, 
March 26, 1952, and Department of Commerce Order 139 (revised), May 27. 
1957, delegated authority to the Chairman of the Civil Aeronautics Board tft 
“formulate plans and programs for, initiate actions for, and carry out sueh di 
tribution and redistribution of civil aircraft among the civil carriers as mav he 
necessary to assure the maintenance of essential civil routes and services 
allocation of aircraft has been made to the Department of Defense.” 


7 


2. The authority from which the Civil Aeronautics Board derives its powers fo 
such programs 

Executive Order 10480, August 18, 1953, transferred the emergency powers 
over air transportation from the Defense Production Administrator to the Dire« 
tor, Office of Defense Mobilization. Defense Mobilization Order 1-7, Septer 
ber 4, 1953, redelegated these emergency powers pertaining to air transportation 
to the Secretary of Commerce. It is in accordance with Executive Orders 10219 
and 10480 that the Secretary of Commerce has issued Department Order No. 159 
(revised) redelegating part of his authority to the Chairman of the Civil Aero- 
nautics Board. 


3. Summary of each program, including mention of activities with othe 


agencies 
As noted above, the claimancy functions of the Chairman of the Civil Aero 
nautics Board have been changed from acting as claimant for airlines with 


respect to new aircraft and concurrent spares to the function of merely pre 
senting supply and requirements information to the Office of Defense Mobiliza 
tion through the Department of Commerce. Under the present procedures, 

quarterly program has been developed by the Secretary of the Aircraft Claimant 
Subcommittee for circulation to all members for notation approval or disap- 
proval of supply requirements for airlines. Disapproval requires calling of a 
meeting, but no meetings have been called. Outside of this, there has been no 
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activity in regard to this function since the Korean war and no further activity 
is anticipated except in the event of an emergency. 

With reference to the delegation to the Chairman covering distribution and 
redistribution of civil aircraft, an Industry Advisory Committee on Aviation 
Mobilization has been appointed by the Chairman of the Civil Aeronautics 
Board to formulate plans and programs for such activities. This industry 
mobilization committee is under the chairmanship of the Director of the Bureau 
of Air Operations, Civil Aeronautics Board. Governmental representatives 
act as chairmen of three task groups which have been formed within this com- 
mittee. The duties of the three task groups are as follows: 

Task Group 1.—Development of an estimate of wartime air transport require- 
ments as a planning tool not only for use of the Board but also for use of the 
Defense Air Transport Administration and Office of Defense Mobilization in 
evaluating civilian versus military need for airlift in connection with requests 
for allocations to civil reserve air fleet. 

Task Group 2.—Determination of the method of allocating airlift between 
carriers to implement the war air service pattern including the assurance of 
provision of adequate personnel and maintenance facilities. 

Task Group 3.—Development of financial and legal machinery for transfer of 
airlift between carriers under the war air service pattern. 

Task Group 1 has filed a report and is now in the process of updating this 
report. Task Group 2 has completed its work. Task Group 3 has had several 
meetings but is awaiting final report of Task Group 1 before completing its 
work for presentation to the parent committee. The Defense Air Transporta- 
tion Administration, the Department of Commerce, and the military establish- 
ments have representation on the Industry Advisory Committee on Aviation 
Mobilization. 


4. Summary of the effectiveness of the programs 


The maintenance and operation of essential air routes and services during an 
emergency is commonly known as the war air service pattern. It is not clear 
under the delegation of power to the Chairman of the Civil Aeronautics Board 
by the Secretary of Commerce whether this delegation includes the responsibil- 
ity for maintenance of the so-called war air service pattern. This is a matter 
of intra-agency study at the present time and it is expected that recommenda- 
tions will be made to the Office of Defense Mobilization when the study is 
completed. 

With completion of this intra-agency study, greater progress can be made 
toward improving the effectiveness of the programs which should be the 
Board’s responsibility. 

5. Current need for the programs 


It is important that the planning for this program should go forward to keep 
it current and in readiness in the event of an emergency. The Civil Aeronautics 
Board is constantly reviewing its responsibilities and planning to keep updating 
such programs in a rapidly changing industry. 


6. Program as related to small business 


Essentially there are no small business implications in the air transport 
industry unless the local service and territorial airlines could be considered as 
such. The local service and territorial airlines are an integral part of Board 
planning in the event of an emergency and would be utilized to the fullest 
possible extent. There would be no diminution in their activities during an 
emergency. 


7. Major problems which now confront the Civil Aeronautics Board in carrying 
out responsibilities under the Defense Production Act 

A clear definition of the responsibilities, functions and status of the Civil 
Aeronautics Board during an emergency in order to effect the best utilization 
of the experience and know-how of the Board during an emergency. As noted 
above, these problems and changes in mobilization planning are being studied 
by the Civil Aeronautics Board at the present time for report to the Office of 
Defense Mobilization. 

SUMMARY 


The Civil Aeronautics Board, as noted, is currently reviewing its functions 
under the Defense Production Act and will continue to keep such functions and 
problems under constant study to be prepared in the event of an emergency. 
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DEPARTMENT OF THE INTERIOR 


DEPARTMENT OF THE INTERIOR, 
OFFICE OF THE SECRETARY, 
Washington, D. C., October 7, 1957. 
Hon. A. WILLIS ROBERTSON, 
Chairman, Joint Committee on Defense Production, 
Congress of the United States, Washington, D. C. 

DEAR SENATOR ROBERTSON : We are pleased to submit, in response to vour letter 
of August 8, 1957, summary reports of operations of agencies and offices of the 
Department of the Interior under the Defense Production Act during the last 
year, ending September 30, 1957. 

The reports transmitted with this letter include one from each of the follow- 
ing: Office of the Assistant Secretary—Water and Power Development (electric 
power), Office of Oil and Gas (petroleum and gas), Office of Minerals Mobiliza- 
tion (metals and minerals, except domestic minerals exploration, and solid fuels), 
and Defense Minerals Exploration Administration. 

The basic pattern of delegation of defense functions within the Department of 
the Interior has remained unchanged during the last year. Due to the recent 
reorganization of the Fish and Wildlife Service, however, it was necessary to 
change the delegation of defense functions related to fishery commodities or prod- 
ucts from the Director of the Fish and Wildlife Service to the Commissioner of 
Fish and Wildlife. This was accomplished by Secretary’s Order No. 2822 (22 
F. R. 5779), issued on July 11, 1957. Other provisions of this order on defense 
functions are the same as those in Secretary’s Order No. 2781 (20 F. R. 316), 
dated January 6, 1955, which it superseded. 

The Fish and Wildlife Service has continued to carry on defense mobilization 
planning activities with respect to its area of responsibility under a delegation 
of authority by the Secretary of Agriculture to the Secretary of the Interior set 
forth in the Department of Agriculture’s Defense Food Delegation No. 2, Revi- 
sion 1 (17 F. R. 2369) and orders of the Office of Defense Mobilization. In this 
connection, the Fish and Wildlife Service participated actively in Operation 
Alert 1957, both at the Department’s relocation center and in the field. 

A modification in the procedure for submittal of recommendations to Office 
of Defense Mobilization with respect to applications for accelerated tax amorti- 
zation was made on July 11, 1957. The Secretary of the Interior then advised 
the Director of the Office of Defense Mobilization by letter that he was assigning 
the recommending responsibility on tax amortizations, for all areas in which 
this Department is responsible, to the Under Secretary. Under this arrangement 
for the signing of recommendations by the Under Secretary, the offices which have 
heretofore analyzed and prepared recommendations on such applications, inelud- 
ing requests for scope amendments and time extensions on necessity certificates 
previously issued, continue to perform these same functions. Their recommenda- 
tions are then submitted to the Under Secretarv for his consideration and sub- 
sequent transmittal to ODM. No change has been made in the Secretary’s order 
assigning defense functions to these offices. As the reports transmitted with this 
letter indicate, activity in this area has declined, and the enactment of Public 
Law 85-165. in August 1957, will preclude consideration of accelerated tax amor- 
tization for nearly every type of facility within the purview of this Department. 

We have continued our efforts to improve the mobilization readiness of the 
entire Department, including the regular bureaus and offices as well as those units 
having delegated functions under the Defense Production Act and related legis- 
lation. In many instances, the Department’s bureaus, such as the Bureau of 
Mines and Geological Survey, provide staff support and statistical services vital 
to the effective functioning of our specialized defense mobilization units. AII 
bureaus and offices have certain, designated essential functions which would have 
to be earried on in event of emergency. Progress has heen made in planning for 
the continuity of these essential functions. 

Operation Alert 1957 demonstrated that, although subhstential imnrovement 
had been made in some areas of this Department’s preparedness program, con- 
tinuing work is required to strengthen our readiness in others. Through our 
participation in work of mobilization-planning zroups established by the Office 
of Defense Mobilization and cooneration with FCDA, as well as further work 
within the Department, we expect steadily to advance this Department’s mobili- 
zation readiness for any possible future emergency. 

Some of the reports being submitted herewith cover, in addition to current 
operations and readiness measures involving authority provided by the Defense 
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Production Act, activities carried on under related legislation. In the fields of 
electric power and fuels, this Department performs functions delegated by the 
Federal Civil Defense Administration as well as those delegated by the Office 
of Defense Mobilization. We are building reserve field organizations to assist in 
discharging responsibilities under both sets of delegations in event of emergency. 
It is planned that some of the persons in these organizations will be appointed 
under authority provided by the Defense Production Act. In addition, an execu- 
tive reserve group in the field of metals and minerals has been recruited for ap- 
pointment under authority contained in section 710 (e) of the Defense Production 
Act, and it will be expanded. We believe that the establishment of reserve or- 
ganizations such as those mentioned above is in a very real sense a preparedness 
program which would help in carrving out the objective “to reduce the time 
required for full mobilization in the event of an attack on the United States” as 
stated in the declaration of policy in the Defense Production Act. 
Sincerely yours, 
Frep A. SEATON, 
Secretary of the Interior. 


DEFENSE Evectric Power, OFFICE OF ASSISTANT SECRETARY, WATER AND 
POWER DEVELOPMENT, DEPARTMENT OF THE INTERIOR 


Fred G. Aandahl, Assistant Secretary 


This report covers the operations of the defense electric power program from 
October 1, 1956, through September 30, 1957. 


AUTHORITY 


The administration of defense functions pertaining to electric power is vested 
in the Secretary of the Interior under the Defense Production Act of 1950, as 
amended; Executive Order 10480 of August 15, 1953, as amended; Office of De- 
fense Mobilization Order I-13 of November 12, 1954; DMO~—I-7 (formerly DMO- 
30) of August 14, 1953; DMO VII-5 of October 7, 1953; and Federal Civil De- 
fense Administration delegations 3 and 4 as approved by the President on August 
13, 1955, and November 22, 1955, respectively. 

The assignment of responsibility within the Department of the Interior with 
respect to these functions is set forth in Order No. 2822 of the Secretary of the 
Interior, dated July 11, 1957 (22 F. R. 5779). Order No. 2822 continues un- 
changed the provision for defense electric-power functions in the superseded 
Orders No. 2781 (dated January 6, 1955); No. 2764 (June 29, 1954); No. 2755 
(April 23, 1954) ; and No. 2726 (June 30, 1953). 


PROGRAM 


The program consists essentially of the development of preparedness measures 
in the electric power field to plan for an adequate power supply, including gener- 
ation, transmission, distribution, and utilization thereof, for the Nation under 
mobilization conditions. The program includes activities such as developing, 
assembling, and evaluating data as to the production capacity of electric utili- 
ties; analyzing the problems involved in maintaining adequate reserve capacity 
and recommending necessary programs; assembling as requested by the Office of 
Defense Mobilization data on requirements for electric power; developing and 
recommending expansion programs, including advice regarding probable financial 
incentives for overcoming shortages of capacity under mobilization conditions; 
screening and making recommendations on requests for tax amortizations; serv- 
ing as an allotting agency for controlled materials, when so designated: develop- 
ing, assembling, and evaluating data as to materials, equipment, transportation, 
and other requirements for the electric power industry under mobilization con- 
ditions; cooperating with the Department of Commerce in the identification and 
rating of essential facilities; developing and maintaining programs for operation 
of electric utilities under mobilization conditions: cooperating with the Office of 
Defense Mobilization and other appropriate agencies in planning production and 
distribution controls; advising with respect to orders, regulations, and directives 
as they may affect the electric power industry; and providing guidance and 
lendership to the power industry in the development of plans and programs to 
insure the continuity of essential electric power production in event of attack. 
In addition, under Federal Civil Defense Administration delegations, the Depart- 
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ment of the Interior has responsibility for planning a national program, provid: 
ing technical guidance to the States, directing Federal activities concerned with 
emergency restoration of electric service to attacked areas and provision of 
adequate electric utility service to support areas. 
Significant activities under the program outlined above are reviewed in this 
report. 
PRODUCTION CAPACITY, LOADS AND RESERVES 


Evaluation of data as to the production capacity of the electric power industry 
reveals little change in the scheduled rate of increase of generating capability in 
the United States from that previously reported in recent quarterly reports. 
The scheduled capacity at the end of the year 1960 is over 171 million kilowats. 
This would represent an increase of nearly 49 million kilowatts or approximately 
40 percent over the actual capability at the end of 1956. Summer peak loads 
appear to be gaining on the December peaks. On a national basis the summer 
peak was 93 percent of that of December in 1955, while for 1959 and 1960 the 
estimate is 97 percent. 

Summer and December peak capability, peak loads, and gross reserves as actu- 
ally occurred in 1955 and 1956, and as forecast for the years 1957 through 1960, 
on the basis of median hydro conditions, are shown for the country as a whole in 
table 1 and by chart in exhibit A. The same data on a regional basis are shown 
in exhibit B. 

















TABLE 1 
Capabilities (millions Loads (millions of Reserves (percent 
of kilowatts) kilowatts) of loads) 
Year = Re: a as 
Summer | December} Summer | December | Summer | December 
I BE han deka can 111.7 | 116.1 | 91.1 | 97.9 | 22.6 18.6 
a sii om 120.3 122. 6 98.0 | 102. 4 | 22.7 19.7 
eer Geaeeee ...........-... 127.6 131.0 108. 8 113. 4 17.3 | 15.5 
1958 estimated_............._. 140.1 | 148.0 118.7 123.1 18.0 20. 2 
od 155. 7 160. 7 128. 1 132. 2 21.6 21.5 
Beep eerammnted................ 167. 5 171.4 137.6 141.5 21.8 21.1 


December peak capabilities, peak loads, and gross reserves as forecast for the 
years 1957 through 1960, on the basis of adverse hydro conditions, are shown for 
the country as a whole in table 2. 





TABLE 2 
Canabilities Loads Reserves 
Year (millions of (millions of (percent of 
kilowatts) kilowatts) loads) 

caine sere casetitissesateal aes ea aeaiaeaiaiaa | naeaieeioe 5 "3 ? 
1957 estimated ‘ tideblie } 128. 9 113. 4 13.7 
1958 estimated 145, 1 123. 1 17.9 
1959 estimated 157.2 132. 2 18.9 
1960 estimated _- : 7 167.8 141.5 18.6 





The program of expansion of electric-generating facilities is scheduled to keep 
pace with predicted load increases. The nationwide peak load in December 
1956 was 102.4 million kilowatts. Due to unseasonably mild weather, this was 
about 3 percent below the estimate in the last annual report. The estimated 
peak load for December 1960 is over 141 million kilowatts. This represents 
an increase of 39 million kilowatts or approximately 38 percent over the actual 
peak load for December 1956. 

Although, in general, gross reserves are adequate on a national basis and are 
estimated to increase annually from 1957 through 1960, reserves are estimated 
to fall below 15 percent in Federal Power Commission regions I in 1957 and 
1958 ; II in 1957; III in 1957, 1959, and 1960; and VII in 1957 through 1960. 

Under median hydro conditions it is estimated power will be available in all 
regions to supply all load requirements. Under adverse hydro conditions these 
same conditions prevail except in region ViI (Pacific Northwest) where power 
to interruptible loads might have to be curtailed. 
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POWER SITUATION, NIAGARA AND OTHER AREAS 


Early in 1955, at the suggestion of the Office of Defense Mobilization, a tech- 
nical interagency power group, chaired by the Department of the Interior, was 
formed. Representatives of the Departments of Defense and Commerce, the 
Federal Power Commission, and the Office of Defense Mobilization complete the 
group. 

This group’s evaluation of the power situation in the Niagara area in the 
event of an attack on that area has been completed and was submitted to the 
Director, Office of Defense Mobilization on May 15, 1957. 

By letter of June 6, the Director of the Office of Defense Mobilization re- 
quested this Department to take such action as deemed necessary to implement 
recommendation No. 2 of the report which reads as follows: 

“2. Further examination of possible reinforcement of the existing and pro- 
posed transmission systems be undertaken and specific encouragement given 
to the utility companies to accelerate their plans for coordinating the opera- 
tions of the systems in the central and northeastern regions.” 

In accordance with the agreement of April 6, 1956, between Interior and the 
Federal Power Commission the Department on August 7, 1957, called on FPC to 
furnish recommendations, assistance, and advice to carry out TIAPG’s recom- 
mendation No. 2. The Chairman of the Federal Power Commission replied on 
August 28, stating that this problem had already received a great deal of atten- 
tion, that an important study was now being brought up to date and others made 
and that Interior would be furnished copies of these studies when completed. 

A study of the Pacific Northwest areas was initiated in November 1956. 
Similar studies in other areas will also be undertaken in the near future. 


EXPANSION GOALS 


Expansion goals No. 55 (electric power) and No. 225 (power facilities for 
military, atomic energy, and defense-related needs) have been closed. 

Goal No. 55 as revised and issued on August 26, 1952, called for the installa- 
tion of 41 million kilowatts of new generating capability or a total of 116 mil- 
lion kilowatts by the end of 1955 and 1 million kilowatts for certain defense- 
related projects in 1956. On December 3, 1953, this goal was temporarily placed 
on the suspended list. On April 15, 1955, it was transferred from the suspended 
list to the open list and enlarged and extended to 150 million kilowatts by the 
end of 1958. On August 11, 1955, the goal was placed on the suspended list 
pending review to determine whether adequate production capacity existed to 
meet defense mobilization needs. On September 29, 1955, it was placed on the 
open list and on the same date the Director of the Office of Defense Mobiliza- 
tion issued a notice requiring that applications for necessity certificates for 
accelerated tax amortizations under this goal be filed by December 31, 1955, in 
order to be eligible for consideration. On January 1, 1956, expansion goal 
No. 55 (electric power) was placed on the closed list. 

Goal No. 225 was established on March 17, 1955. This goal covered trans- 
mission lines for which there was an existing or prospective shortage to supply 
power required for military services, Atomic Energy Commission, or a defense- 
related industry. Expansion goal No. 225 was placed on the closed list on 
February 28, 1957. 


USE OF INCBNTIVE OF ACCELERATED TAX AMORTIZATION 


The incentive of accelerated tax amortization under section 124A of the Inter- 
nal Revenue Code as added by section 216 of the Revenue Act of 1950, was avail- 
able to the electric-power industry for any projects qualifying under the regu- 
lations and criteria established for expansion goals Nos. 55 and 225. The first 
certificates of necessity for electric-power faiclities were issued in June 1951 and 
the last in May 1957. During this period certificates of necessity for rapid tax 
amortization for 349 generating projects, and 564 transmission projects were 
issued. Two hundred and ninety-two applications for certificates of necessity 
for rapid tax amortization for generating and transmission projects were 
denied. The generating projects, for which certificates were issued, were 
related to an increase in the Nation’s electric-power capacity of 35,451,000 kilo- 
watts. Exhibit C shows the number of certificates issued, the kilowatts of gen- 
eration related thereto and the number of applications which were denied. 
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ALLOTTING AGENCY FUNCTIONS 


The Office of the Assistant Secretary, Water and Power Development, has 
been the allotting agency for a program whihe provided allotments and priority 
assistance on materials and equipment for construction of certain facilities includ- 
ing 89 units with nameplate ratings totaling 10,721,000 kilowatts to furnish 
interim, firm, and backup power to Atomic Energy Commission installations. 
This program, which started in 1953, has been completed with the last unit going 
into service June 27, 1957. Exhibit D shows the number of units and kilowatts 
associated therewith as they were brought into service. 


SPECIAL ACTIVITIES WITH ODM AND OTHER AGENCIES 


During March 1957, the Power Staff participated in the Probex M-57 exercise 
sponsored by the Office of Defense Mobilization. This exercise consisted mainly 
of a siminar on the basic responsibilities of the Office of Defense Mobilization, 
Department of Defense, and Federal Civil Defense Administration and also 
regional coordination in an emergency. As a result of this exercise, an inter- 
agency task group on electric power was established, chaired by ODM, with 
representatives from DOD, FCDA, ODM, and Interior. The objectives of this 
task group are to develop jointly agreed-upon plans, policies, standards, and 
operating procedures for handling electric power after an attack on the United 
States and to review the ODM and FCDA delegations and assignments of respon- 
sibilities with respect to electric power to Interior and recommend such revi- 
sions as are necessary. Meetings of the task group are continuing. 

Another task group headed by the Chairman of the Industry Evaluation Board, 
with representatives from Interior, Commerce, Department of Defense, Atomic 
Energy Commission, and Federal Power Commission participating, has com- 
pleted its review and revisions of IEB summary analysis of all electric-power 
facilities in the Nation under new criteria developed by the task group and 
approved by IEB. 

This Office has participated with respect to electric power in the develop- 
ment and preparation of various mobilization-readiness plans. The selection 
of essential survival items as related to supply of electric power has been 
made and lists compiled by a task group established by the Office of Defense 
Mobilization. 


CIVIL-DEFENSE ACTIVITIES UNDER FCDA DELEGATIONS NOS. 3 AND 4 


Under Civil Defense Delegations Nos. 3 and 4, the Secretary of the Interior is 
responsible for planning a national program, providing technical guidance to 
the States and directing Federal activities concerned with the emergency res- 
toration of electric service to attacked areas and provision of adequate electric- 
utility service to support areas. 

Representatives from Interior have attended meetings in the seven FCDA 
regions and presented Interior’s plans for its field organization and the han- 
dling of electric power in the event of a national emergency. The meetings 
were devoted to Federal-State relationships, with particular emphasis on the 
relationship of Federal delegate agencies to local and State civil-defense offices 
and FCDA’s regional offices. 

On several occasions addresses by Interior officials on preparedness measures 
and plans for handling electric power in the event of an attack have been pre- 
sented to various large groups interested in civil defense. 


PROGRAM FOR OPERATION UNDER MOBILIZATION 


In carrying out the present delegations with respect to electric power from 
the Office of Defense Mobilization and the Federal Civil Defense Administra- 
tion to the Secretary of the Interior, this Office is continuing its program of 
preparing for the establishment of a central agency at a relocation site and 
field organizations throughout the Nation ready to function in the event of 
an attack in order to provide, to the extent possible, electric power to essen- 
tial services. 


Central agency 

Plans include the activation and staffing of a central electric-power agency 
at a relocation center. The nucleus would consist of the present electric-power 
staff, employees from other Interior branches familiar with power, and _ per- 
sonnel drawn from the industry. It is assumed that an enemy attack would 
disrupt communications and transportation and that this central agency could 
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not be effective until communications were available. Even though for some 
time after such an attack the central agency could not be informed of, much 
less cope with, electric-power problems arising in the wake of a nuclear attack, 
it should be set up to do its job at the earliest practicable time in the post- 
attack period. 


Field organizations 


No central office alone, regardless of how well staffed, could handle directly 
certain types of immediate postattack problems such as emergency service for 
human survival and early restoration of other essential power facilities. To 
assure that electric service will be available where most needed during such a 
period, reliance must be placed on a field organization. 

Sixteen power areas with interconnected systems of operation have been 
established. Each area will be headed by a director. In event he is incapaci- 
tated, his work will be carried on by alternates from scattered locations within 
the area. Means of delegation of authority to area directors and in turn to 
their alternates are being worked out so that they can carry out a whole range 
of emergency actions on their own and without central-agency direction, should 
that prove necessary. 

In event of attack, the area director would have to direct and curtail energy 
flows; assign priorities for use of equipment ; work with other area directors in 
making interarea transfers of energy, equipment, and supplies; and requisition 
and allocate material supplies in the inventories of utilities in his area. 

A close relationship must be maintained between all electric utilities and all 
levels of civil defense. As a part of the area organization, power liaison is to be 
established at every city, county, State, and regional civil-defense office. Each 
power liaison representative will be from the utility serving the area in which 
the civil-defense office is located. This relationship is as important for support 
areas as for attacked areas since support areas may well become primary energy 
sources. Through the power liaison, civil-defense officials will be aware of the 
status of electric power in the event of an attack and the utilities will be in- 
tormed of civil-defense actions that may affect them. 


OPERATION ALERT, 1957 


Operation Alert, 1957, provided an opportunity to evaluate the adequacy of 
defense-mobilization planning under assumed situations furnished by the Office 
of Defense Mobilization and the Federal Civil Defense Administration. The De- 
partment of the Interior assisted in the exercise. The electric-power staff of 
the Office of the Assistant Secretary, Water and Power Development, augmented 
by other Interior personnel, participated in the activities at the Department's 
relocation center between July 8 and July 19. Bomb-damage assessments were 
made and numerous power problems created by the simulated emergency were 
worked. The exercise provided additional training and improved techniques 
for solving the type of problems encountered. 

In anticipation of the exercise, designations of acting area directors were 
made. Power liaison representatives were provided by the utilities at all civil- 
defense offices in so-called target areas. Conferences were held with acting area 
directors. Guidelines, instructions, and reporting forms were prepared and 
distributed to these directors, who, in turn, transmitted them to local utilities 
and their power liaison. 

From July 15 through July 19, electric power was represented by Interior 
personnel at all of the regional offices of the Office of Defense Mobilization where 
problems of restoration and long-range planning were undertaken. 

Participation by the electric-power industry was outstanding, with over 950 
utility personnel participating in the field. The exercise resulted in a greater 
realization by both the utilities and civil-defense organizations of the «enormity 
and complexity of the power and communication problems in an attack situa- 
tion, better coordination between Federal and power-industry organizations, and 
further demonstration of the need for established standby field organizations. 


PERSON NEL 


The electric power staff has been augmented by one addition during the past 
year. When the workload rises, as it has on occasions, additional personnel on 
a temporary basis are provided from other areas of the Department, such as from 
the Offices of the Under Secretary, Assistant Secretary, technical-review staff, 
sureau of Reclamation, and Bonneville Power Administration. 
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OFFICE OF OIL AND GAS 


Operations of the Office of Oil and Gas under the Defense Production Act, 
during the year ending in September 1957, are summarized in this report to the 
Joint Committee on Defense Production, Congress of the United States. 

Section 708 of the Defense Production Act of 1950, as amended, relating to vol- 
untary agreements, provided the authority for Government action in formula- 
tion and effectuation of measures to protect the security and defense interests 
and programs of the United States during the petroleum crisis hereafter 
described. 

THE MIDDLE EAST PETROLEUM EMERGENCY 


On July 26, 1956, the Government of Egypt nationalized the Suez Canal, 
through which approximately 1,478,000 barrels of petroleum were transported 
every day for use of friendly foreign nations in the Eastern Hemisphere west 
of Suez. In the circumstances, it became necessary promptly to consider the 
possibility of a serious interruption in the flow of petroleum through the 
eanal and the pipelines in the Middle East. Because of the effect which such 
an interruption would have upon the western free world, including those na- 
tions allied with the United States in the NATO, on August 1, 1956, the Sec- 
retary of the Interior, at the suggestiou of the Director of the Office of Defense 
Mobilization, declared that an emergency existed which required the prepara- 
tion of a plan of action under the Voluntary Agreement Relating to Foreign 
Petroleum Supply, as amended May 8, 1956. The plan was to be one for the 
prevention, elimination, or alleviation of shortages in petroleum supplies which 
would threaten to affect adversely the defense-mobilization interests or pro- 
grams of the United States. 

Developments in the Middle East situation culminated in the closure of the 
Suez Canal on October 31, 1956, and the disruption in Syria on November 3, 
1956, of the petroleum pipeline from Iraq carrying some 544,000 barrels of oil 
per day. Thus, the Middle East petroleum-transport stoppage, which threat- 
ened in late July and materialized at the beginning of November, involved over 
2 million barrels of petroleum per day, or nearly two-thirds of the normal re- 
quirements, approximately 3,250,000 barrels per day, of the west-of-Suez areas 
affected. 

Following the Secretary’s action on August 1, the Chairman of the Foreign 
Petroleum Supply Committee immediately initiated the necessary action for 
preparation of a plan. Pursuant to call of the chairman, the Foreign Petroleum 
Supply Committee met on August 7, 1956, and prepared a plan which it sub- 
mitted on the same day to the Secretary of the Interior. After review and 
modification, the plan was submitted by the Acting Secretary of the Interior to 
the Director of the Office of Defense Mobilization for his approval, and for the 
approval by the Attorney General of the request to designated American oil 
companies engaged in foreign operations to participate in it. 

After several conferences, involving the Office of Defense Mobilization, De- 
partment of Justice, and Department of the Interior, at which additional re- 
visions were made, the plan of action to deal with the Middle East petroleum 
emergency was promulgated on August 10, 1956. Sixteen oil companies became 
participants and members of the Middle East Emergency Committee established 
by the plan. One other oil company, a subsidiary of one of the participants, 
became a participant but not a member of the committee. 


Plan of action 


The fundamental objectives of the plan of action were the formulation and 
effectuation of measures to offset or minimize petroleum shortages and disloca- 
tions in friendly foreign areas which might be brought about by a Middle East 
petroleum-transport stoppage. To attain these objectives, the plan provided for 
the establishment of the Middle East Emergency Committee composed of 
American oil companies having, in the aggregate, petroleum operations ex- 
tending throughout the free world. It also provided for the establishment of 
subcommittees to assist the Middle East Emergency Committee in its assign- 
ments. 

Seven such subcommittees were appointed by the Administrator, as follows: 
Supply and Distribution Subcommittee, Tanker Transportation Subcommittee, 
Production Subcommittee, Refining Subcommittee, Pipeline Transportation Sub- 
committee, Statistical Subcommittee, and Information Subcommittee. 

Substantially, the plan of action authorized the Middle East Emergency 
Committee and its subcommittees to engage in only two types of activities: 





NATIONAL DEFENSE PRODUCTION 203 


(1) At the request of the Administrator or the Director (an official of the Office 
of Oil and Gas appointed by the Administrator), to prepare and furnish to the 
Government information and data essential to the development of measures to 
offset shortages resulting from a Middle East petroleum-transport stoppage, 
and (2) to prepare schedules of actions to be taken by the participants and others 
to meet such shortages. 


Activities of the Middle Hast Emergency Committee 


The activities of the Middle Hast Emergency Committee and its subcommittees 
fell into three phases. The first phase extended from August 24, 1956, the date 
of the first meeting, to December 3, 1956. ‘The second phase covered the period 
from December 3, 1956, when the Middle East Emergency Committee was re- 
quested by Government to begin the preparation of schedules and the taking of 
actions to alleviate petroleum shortages resulting from the stoppage of the Suez 
Canal and the Iraq Petroleum Co. (IPC) pipeline, to April 18, 1957. The third 
phase extended from April 18, 1957, the date as of which the Administrator 
suspended all existing schedules, to June 30, 1957, the end of all active operations. 

During the first phase, August 24 to December 3, 1956, the Middle East Emer- 
gency Committee and its subcommittees were engaged exciusively in the prepara- 
tion of information and data concerning foreign petroleum operations, as re- 
quested by the Administrator or the Director. Such preparation comprised the 
gathering, analyzing, and evaluating of pertinent information and data covering 
the whole range of foreign petroleum activities, including production, refining, 
transportation, particularly tanker and pipeline transportation, supply and dis- 
tribution, stocks and inventories. 

In the first phase, the Middle East Emergency Committee and its subcommit- 
tees met on an average of 3 or 4 times a week. Some 146 technical experts from 
the member companies served on the various committees. The meetings were 
supervised by representatives from the Office of Oil and Gas, two of whom were 
assigned on a full-time basis, and were attended by many representatives of 
other governmental agencies, particularly the Office of Defense Mobilization, 
Department of State, Department of Defense, and Department of Justice, as 
well as by high officials of the Department of the Interior. 

The second phase, extending from early December 1956 to around the middle 
of April 1957, covered the critical period of the Middle East petroleum crisis. 
The most important problems arose and were solved during this period. Prac- 
tically all the actions devised by the Committee, and reflected in schedules, to 
offset the supply shortages in the Eastern Hemisphere west of Suez were taken 
during the second phase, which began on December 3, 1956. Effective December 
3, 1956, the plan of action was amended to provide greater flexibility and ef- 
ficiency in the operations of the Committee and the participants under the plan. 
Five schedules of action and three amending schedules were prepared by the 
Committee and recommended to the Secretary of the Interior as Administrator 
of the agreement during this phase. Four schedules and two amending sched- 
ules were approved and issued by the Administrator. These schedules and 
amendments originally had a termination date of March 31, 1957. Some were 
extended to May 31, 1957. In addition to preparing schedules, the Committee 
continued throughout the second phase to gather, evaluate, and keep current 
pertinent information on all aspects of foreign petroleum operations. 

Both the Government and the Middle East Emergency Committee kept the 
schedules and the actions taken pursuant thereto under continuous review. For 
this purpose, the Administrator established the Plan of Action Review Committee, 
comprised of representatives from the Office of Defense Mobilization and the 
Departments of State, Defense, Justice, and Interior. The Supply and Distri- 
bution Subcommittee made a semimonthly analysis of actions taken under 
schedules and offered suggestions as to the more effective implementation 
thereof. 

During the second phase, the Middle East Emergency Committee and its 
subcommittees held 40 meetings, consisting of 54 daily sessions, an average 
of approximately 3 meetings a week over the entire period. Some 178 tech- 
nical experts from the member companies served on the various committees. 
The same Government supervision and attendance took place as in the first 
phase. 

The third phase began when the Administrator suspended all schedules on 
April 18, 1957. It extended through June 30, 1957, after which no active opera- 
tions were contemplated. During this phase, the activities of the Committee and 
its subcommittees were confined to the preparation of data and reports to keep 
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the Administrator informed as to the status of supply positions in the affected 
foreign areas and to the completion of the historical record of petroleum move- 
ments from the time of the stoppage in early November until the resulting 
shortages were substantially overcome in the second quarter of 1957. Super- 
vision by Office of Oil and Gas representatives continued without letup during 
this phase, but attendance by other agencies diminished. 

Cooperation with foreign agencies and committees 

It was recognized by the Government, based on experience during the Iranian 
petroleum crisis of 1951-52, that, in the event of stoppage of the Suez Canal 
and any of the Middle East pipelines, there would have to be cooperation and 
cordination between the Middle East Emergency Committee, its subcommittees, 
and the participants in the plan of action, on the one hand, and foreign industry 
committees, and possibly governmental agencies, particularly in Europe, on the 
other. Such relationship was specifically authorized by the plan of action, and 
urgently recommended by the Department of State. Accordingly, the Admin- 
istrator designated, in succession, the following foreign groups with which 
the Middle East Emergency Committee, its subcommittees, and the partici- 
pants should cooperate and coordinate their activities: The British Oil Supply 
Advisory Committee (OSAC), made up of representatives of British and Dutch 
oil companies; the Oil Emergency London Advisory Committee (OELAC), made 
up of representatives of British, Dutch, and French oil companies; and, finally, 
the Organization for European Economic Cooperation (OEEC) and its Oil 
Committee, made up of representatives of 17 European governments, as well as 
a foreign industry advisory committee, known as the OEEC Petroleum Emergency 
Group, which was set up by OEEC. 

These foreign groups were concerned with the Middle East petroleum crisis 
from the European viewpoint. Their representatives participated in all the 
meetings of the Middle East Emergency Committee and its subcommittees and 
furnished information and data in the same manner as did the members of these 
committees. Similarly, representatives abroad of some of the members of the 
Middle East Emergency Committee attended meetings of the foreign industry 
committees and furnished pertinent information and data to them. The Ameri- 
can companies were required to render a full account of such coordination and 
cooperation in periodic reports which were transmitted by the Administrator 
to the Attorney General. Such participation did not include allocation of 
supplies among the various European countries. This was handled by the 
foreign governments through the OEEC Oil Committee. The cooperation between 
the Middle East Emergency Committee and their foreign counterparts proved 
very effective and was one of the principal reasons for the successful solution 
of the Middle East petroleum emergency. 


Termination of plan of action 

In the light of the satisfactory supply position in the second quarter 1957 as 
estimated by the Middle East Emergency Committee, and in view of the reopen- 
ing of the Suez Canal to tanker movements, the Secretary of the Interior, in his 
eapacity as administrator of the agreement, on June 29, 1957, determined that 
the activities of the Middle East Emergency Committee should be suspended, 
and that, in the absence of any material change in the situation, the plan of 
action should be terminated and the Committee disbanded as of July 31, 1957. 
On August 13, 1957, the Acting Secretary of the Interior wrote to the Director 
of the Office of Defense Mobilization advising him that there had been no 
unforeseen developments which adversely affected the Nation’s defense mobili- 
zation interests or programs, that consequently the plan of action terminated 
on July 31, 1957, and that the Middle East Committee and its subcommittees are 
disbanded. He pointed out, however, that this action does not affect the Volun- 
tary Agreement Relating to Foreign Petroleum Supply, as amended May 8, 
1956. 

Later in August, a comprehensive account of the activities of the Foreign 
Petroleum Supply Committee under the voluntary agreement and the activities 
of the Middle East Emergency Committee under the plan of action during the 
period from April 1, 1956, through June 30, 1957, was submitted to several 
interested committees of the Congress, including the Joint Committee on De- 
fense Production. This account was in the form of a report to the Secretary 
of the Interior from the Director of the Voluntary Agreement Relating to 
Foreign Petroleum Supply. 


| 
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Results and accomplishments of program 


The outstanding success of the program is shown by the following facts: 
During the period of the actual emergency, generally from November 1, 1956, 
through March 31, 1957, an average of 3,007,000 barrels per day of petroleum, 
or 90 percent of the normally required supplies of 3,250,000 barrels per day 
(which included not only daily consumption demand but normal seasonal in- 
ventory buildup), were made available to the affected areas. As a result, there 
was no disruption, at any time, in the economic life of any of the affected areas 
because of lack of petroleum supplies. Thus, the sole objective of the program, 
namely, to prevent a substantial petroleum supply shortage in friendly foreign 
areas, was attained. 

In the success of the program, the Middle East Emergency Committee and 
its members, aided immeasurably by representatives of the foreign committees, 
played the major role. Others who contributed vitally to the successful out- 
come were the State regulatory agencies, Caribbean governments and the many 
oil companies, which made the large quantities of essential supplies available 
from the Western Hemisphere, and United States Government agencies, par- 
ticularly the Coast Guard and the Military Sea Transport Service, which were 
responsible for making additional tanker capacity available. 


TANKER FLEET STATUS AND OUTLOOK 


Nationalization of the Suez Canal and subsequent events made it desirable for 
Government in its emergency planning to focus attention and study on the status 
and outlook of the worldwide tanker fleet. Faced with the possibility of a 
shortage of tankers in the petroleum trade, it appeared necessary that a review 
be made of the present and future status of the tanker fleet. Government 
agencies with responsibilities in connection with tanker transportation reviewed 
and summarized information available in Government. 

President Dwight D. Eisenhower by memorandum, dated October 12, 1956, 
to the Director of the Office of Defense Mobilization directed him to take steps 
immediately to bring together representatives of the National Petroleum 
Council to meet with the Secretaries of State, Treasury, Defense, Commerce, 
and Interior to consider plans to assure the efficiency and adequacy of the dis- 
tribution of petroleum supplies in the foreseeable future in the free world. 

It was stated that the plans should, so far as the interests of the United States 
ire thereby served, provide for the building in United States shipyards of a 
sufficient number of large tankers to help supplement existing means of dis- 
tribution and, if necessary, to help serve as an alternative in the transportation 
of oil in the free world, particularly from the Middle East. 

The Director of the Office of Defense Mobilization immediately got in touch 
with the Director of the Office of Oil and Gas in the Department of the Interior 
to fo:mulate plans to comply with this memorandum. On October 15, 1956, 
Secretary of the Interior Fred A. Seaton asked the Chairman of the National 
Petroleum Council to arrange for the group to meet in Washington. 

The Chairman of the National Petroleum Council and 15 members of the 
Council met with Government officials on October 19, 1956. The group dis- 
cussed the tanker capability of the free world’s shipyards, particularly for 
large tankers—60,000 tons and over, and pertinent matters related thereto. 
nasmuch as the Government was interested in getting industry’s views as to 
the size of tankers’that the industry was planning in its construction schedules 
und whether private industry would buy tankers of an agreed-upon size for 
a period of 24 months if such a program were set up, the Director of Defense 
Mobilization, who presided as chairman of the meeting, called another meeting 
for October 25, 1956. This was done to afford the industrialists an opportunity 
to further study the matter and to enable them to give estimates as to what 
their companies might do. 

On October 25, 1956, the second meeting was held. It was suggested that the 
National Petroleum Council make a tanker study and supply whatever factual 
information was needed by Government. This suggestion was offered in view 
of the fact that apparently a large number of tankers were planned for con- 
struction by industry and it did not appear that the individuals from industry 
present at these meetings were in a position to state future company plans on 
tanker construction. With that decision made, the Director of Defense Mobili- 
zation referred the matter to the Department of the Interior for further 
action. 
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Then, on October 29, 1956, Assistant Secretary of the Interior Felix E. 
Wormser, made a request upon the National Petroleum Council. The request 
called for a study of petroleum tanker transportation that includes the United 
States and worldwide construction schedules, by number and size, between now 
and 1965, without regard to registry. 

The National Petroleum Council undertook the study at once, making an interim 
report on December 14, 1956. This interim report contains data such as a 
statement showing the number and tonnage of tankers reported under construc- 
tion or on order as of November 1, 1956, information on the salient characteristics 
of typical tankers of various sizes, and data on drydocks capable of taking ships 
of 102-foot beam. 

A final report, World Petroleum Tanker Construction, was submitted to the 
Secretary of the Interior on March 7, 1957. That tanker report of detailed infor- 
mation on the worldwide tanker construction programs includes data on tankers 
under construction, on order, or definitely planned. 

The world petroleum tanker construction report indicates that the worldwide 
tanker fleet will be greatly expanded in the next 10 years, with a significant in- 
crease in the number of large tankers. Previously, Government had no accurate 
long-range information of this nature. 

This report is being used in Government in further studies of worldwide pe- 
troleum transportation problems, particularly as related to movements from the 
Middle East. 


WOC’S APPOINTED UNDER SECTION 710 (B) OF THE DEFENSE PRODUCTION ACT 


Secretary of the Interior Fred A. Seaton had employed 12 industry consultants 
to assist the Department, particularly its Office of Oil and Gas, in assessing 
domestic petroleum problems resulting from the oil lift to Europe. Most of the 
consultants were drawn from the ranks of independent producers and refiners. 
Their appointments were consummated through utilization of the provisions of 
the Defense Production Act, section 710 (b). 

Because of the satisfactory oil situation in Western Europe, it was possible 
to terminate the appointments on May 10, 1957. 

The 12 consultants were: 


William R. Argyle, Sinclair Oil Corp., New York, N. Y. 

Reid Brazell, Leonard Refineries, Inc., Alma, Mich. 

Bruce C. Clardy, Clardy & Barnett, Dallas, Tex. 

James A. Coble, Socony Mobil Oil Co., Inc., New York, N. Y. 

Harold Decker, Highland Oil Co., Houston, Tex. 

Wilfred G. Donley, Standard Oil Company of California, San Francisco, Calif. 

Joe Hall, Phillips Petroleum Co., Bartlesville, Okla. 

Minor 8S. Jameson, Jr., Independent Petroleum Association of America, Washing- 
ton, D.C. 

Glenn E. Nielson, Husky Oil Co., Cody, Wyo. 

Robert N. Sears, Phillips Petroleum Co., Bartlesville, Okla. 

William Simon, Howrey & Simon, Washington, D.C. 

J. Ed Warren, the First National City Bank of New York, New York, N. Y. 


WARTIME PLANNING AND THE MILITARY PETROLEUM ADVISORY BOARD 


Most of the defense planning with respect to oil and gas within the past 3 years 
has been based on a wartime petroleum and gas supply-demand study which was 
started in September 1954 and completed the following March. 

This was the first such study which included damage factors of enemy attack 
with thermonuclear weapons within the continental United States. This study 
was carried on by the Office of Oil and Gas in cooperation with the oil and 
gas industries through the Military Petroleum Advisory Board, a group of fore- 
most technical experts in the oil and gas industries. Strategic assumptions and 
guidance were provided by the Department of Defense. The report on this study 
has been of great value to the Department of Defense, the Department of the 
Interior, and to the Office of Defense Mobilization, but it is now out of date. 

Last spring the Department of Defense notified the Office of Oil and Gas that it 
was preparing the strategic assumptions and guidance for a new war study for 
which a new worldwide petroleum and gas supply-demand study would be re- 
quired. As a result, by joint request of representatives of the Departments of 
Interior and Defense, the Military Petroleum Advisory Board has underway the 
new study which will provide the up-to-date petroleum and gas information and 
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interpretation as necessary to the Departments of Interior, Defense, and the 
Office of Defense Mobilization in their national security and defense planning. 


PEACETIME STUDIES AND THE NATIONAL PETROLEUM COUNCIL 


Government continued to rely on the National Petroleum Council for help and 
cooperation in providing basic petroleum information and advice on requests 
made upon it. 

At the request of the Office of Oil and Gas, the Council completed several im- 
portant studies, covering the underground petroleum storage situation in this 
country, worldwide petroleum tanker requirements, and manpower in the oil and 
gas industries, as well as others, and made reports thereon for use of Government. 

The Council is how engaged in studies to furnish data and reports covering 
domestic petroleum transportation, refinery capacity, availability of liquefied 
petroleum gas, petroleum storage capacity, and petroleum productive capacity. 
Information on these will be valuable to Government in its consideration of the 
short-term and long-range petroleum situation. 


OIL IMPORTS 


The problem of crude oil imports, to which the Office of Defense Mobilization 
had been giving close attention, was not of so much concern to the Government 
during the Suez crisis. However, the forecast of planned imports presented by 
the importing companies early in the year 1957 indicated an intention on the 
part of the importers to increase the level of imports sharply in the last half 
of 1957. 

After further study, the Director of the Office of Defense Mobilization certi- 
fied to the President (under sec. 7 of the Trade Agreements Extension Act of 
1955) that he had reason to believe that crude oil is being imported into the 
United States in such quantities as to threaten to impair the national security. 
In response to this certification, the President appointed a Special Cabinet 
Committee to make a study of crude oil imports. This Committee, after 
extensive study, made its recommendations to the President in a report dated 
July 29, 1957, and entitled “Petroleum Imports—The Report of the President’s 
Special Committee To Investigate Crude Oil Imports.” 

The conclusion of the Special Committee, stated in its report, was that the 
increased volume of crude oil imports and the proposed imports for the latter 
half of 1957 threaten to impair the national security, and that this threat, 
under existing conditions, requires a limitation on imports. The Committee 
recommended to the President, therefore, that unless the importing companies 
comply voluntarily with the import limitation plan set forth in the report, he 
find that there is a threat to the national security within the meaning of section 
7 of the Trade Agreements Extension Act of 1955. The report also stated that 
pending the outcome of this voluntary program, the Committee should continue 
as then constituted. 

The voluntary import limitation plan recommended by the Committee to 
cover the period of the last half of 1957 and the first half of 1958, was essentially 
as follows: All importing companies in districts I-IV (covering all of the United 
States except Arizona, California, Nevada, Oregon, and Washington), except 
small 1954 importers and companies that have started to import since 1954, for 
which groups special provisions were recommended to assure equitable treat- 
ment, should cut back 10 percent below their average crude oil imports for 
the years 1954, 1955, and 1956. No voluntary import limitations were proposed 
for district V, the west coast, at the present time, but it was recommended that 
the situation there should be reviewed during the latter part of 1957 from the 
point of view of the plans of importers for the first half of 1958. 

After setting forth certain guidelines in connection with the plan and sug- 
gesting a review at least once a year, the Committee report recommended that 
the plan should be administered by the Department of the Interior under policy 
guidance from the Office of Defense Mobilization. It stated that in the ad- 
ministration of the plan, provision should be made for the hearing and considera- 
tion of cases where it is alleged that inequities would result from the applica- 
tion of the plan, with the understanding that the administrator will have au- 
thority to establish the necessary administrative procedures and act in such a 
manner as to alleviate inequities when they are found to exist, including any 
showing that the plan does not provide competitive opportunities for newer 
importers. 
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On the same date that the Special Committee To Investigate Crude Oil Imports 
submitted its report, July 29, 1957, the President approved its recommenda- 
tions and directed the Secretary of the Interior and the Director of the Office 
of Defense Mobilization to put these recommendations into effect as rapidly as 
possible. 

Under this directive the Secretary of the Interior, on July 30, 1957, ap- 
pointed Capt. M. V. Carson, Jr., United States Navy, as special assistant to 
the Secretary of the Interior and administrator of the voluntary oil-import 
program. The Secretary of the Interior instructed the Office of Oil and Gas to 
render all necessary staff and other assistance as required by Captain Carson 
in the execution of his duties. 

On August 2 the Administrator sent telegrams to the various importing com- 
panies mentioned in the report of the President’s Special Committee, advising 
them of the program and requesting that he be advised whether the respective 
eompanies would cooperate in the voluntary program. The responses received 
showed that nearly all of the companies were willing to adhere to the volun- 
tary program; however, one company indicated that it did not intend to partici- 
pate in the program and others asked for a revision of their recommended 
quantities. On August 16 the Administrator promulgated procedures for consider- 
ing petitions respecting inequities which any company believed would result 
from the application of the plan. Seven companes filed such petitions and re- 
quested hearings. The hearings on these petitions were completed on 
September 19. 

The general reaction from the domestic oil-producing industry and crude oil 
importers has been favorable. It is believed that the voluntary import program 
will operate to prevent crude oil imports rising to a level which would threaten 
to impair the national security. At the same time, domestic availabilty of 
petroleum products will be adequate to meet all normal demands of the do- 
mestic consumers aS well as to provide a reserve of productive capacity for 
use in time of national emergency. 


INDUSTRIAL EXPANSION GOALS AND ACCELERATED TAX AMORTIZATION 


The Office of Oil and Gas is responsible for departmental activities regard- 
ing industrial expansion of the oil and gas industries needed to build up the 
mobilization base. These activities are carried on under policy guidance of the 
Office of Defense Mobilization. 

In this connection, the Office of Oil and Gas has continued to perform its 
function of analyzing applications for accelerated tax amortization for petro- 
leum and gas facilities referred by the Office of Defense Mobilization, and of 
submitting recommendations to ODM with respect to them. This work has 
included, in addition to processing of new applications, considering and making 
recommendations on requests for scope amendments and time extensions of 
certificates of necessity already issued by ODM. Issuance of certificates of 
necessity for accelerated tax amortization by ODM has been confined to those 
facilities for which there is an open expansion goal and which otherwise meet 
criteria set forth in ODM regulations. 

ODM closed certain goals following studies which indicated that sufficient 
eapacity is planned or exists to meet known mobilization requirements. The 
goal covering construction of alkylation facilities was closed on December 28, 
1956, and the one for oil and gas pipelines and petroleum storage for specific 
defense programs was closed on April 25, 1957. 

Following the closing of those goals, only two expansion goals established by 
ODM which might be applicable to certain types of petroleum and gas facili- 
ties, as well as those of other industries, remained open. These were Goal No. 
224 (Production Facilities for Military and Atomic Energy Procurement) and 
Goal No. 206 (Laboratories, Research and Development). Under Goal No. 224, 
oil and gas pipelines used solely to supply military installations or Atomic 
Energy Commission projects and petroleum storage facilities erected solely for 
military use could be considered for accelerated tax amortization. While these 
two goals are still open as the period covered by this report draws to a close, 
they are being reviewed by ODM in light of the amendment of section 168 of 
the Internal Revenue Code of 1954 effected by enactment of Public Law 85-165 in 
August 1957. It appears that in view of the limitations on types of facilities 
eligible for accelerated tax amortization under the provisions of Public Law 
85-165, it is very questionable whether any of the facilities to be constructed 
in the future by the petroleum and gas industries would qualify for certification. 
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There were 193 rapid tax amortization applications and post-certification ac- 
tions processed by the Office of Oil and Gas during the year September 1956, 
through August 1957. Of these 193 cases on which recommendations were 
made to ODM, 82 pertained to applications for issuance of certificates of neces- 
sity, 77 to scope amendments, and 34 to time extensions; 30 of the applications 
for certificates were recommended for approval, and 52 for denial. Recommen- 
dations on requests for scope amendments included 71 for approval and 6 for 
denial; 31 of the requests for time extensions were recommended for approval 
and 3 for denial. 

OPERATION ALERT 1957 


Operation Alert 1957 was the fourth national civil-defense e ercise to improve 
the readiness of the Nation to meet promptly and effectively emergency situa- 
tions resulting from enemy action, to test communication facilities, to provide 
additional training in emergency functions of all echelons of Government, to 
continue public education, and to test the performance of agencies in their essen- 
tial wartime functions. 

Advance planning for the exercise by the Office of Oil and Gas included selec- 
tion and enlistment of several petroleum and gas experts in the industry to serve 
as simulated field representatives of the Office of Oil and Gas during the exercise 
at each of the seven Federal Civil Defense Administration regional headquarters. 

3ureau of Mines and Geological Survey technical personnel were selected and 
assigned to represent the Office of Oil and Gas at 10 Office of Defense Mobiliza- 
tion relocation centers in the field. 

Preliminary to the exercise, the Office of Oil and Gas made various studies of 
potential petroleum-product deficiencies and survival requirements for essential 
petroleum supplies needed for the exercise. 

The first phase of the exercise commenced on June 20, 1957, and the exercise 
was concluded on July 19, 1957. The Office of Oil and Gas was engaged in 
handling and disposition of all the petroleum and gas operations involved in the 
exercise, under the leadership of Director H. A. Stewart. 


FOREIGN RELATIONS OF OFFICE OF OIL AND GAS 


The Office of Oil and Gas was active in North Atlantic Treaty Organization 
activities. It is essential that the NATO planning be realistic and sound as well 
as coordinated properly with the wartime planning of this country, and for that 
reason the Office sent a petroleum adviser to meetings of the NATO Petroleum 
Planning Committee and provided a chairman for its working group. 

The NATO Petroleum Planning Committee and its working group held several 
meetings in Paris, France. Either the Director or the Assistant Director in 
charge of programing of the Office of Oil and Gas, or both, participated in these 
sessions. 

At the request of the Department of State, an Office of Oil and Gas specialist 
on gas was the United States delegate to the NATO Public Utilities Working 
Party when it met in September 1956 in Paris, France, to review the civilian 
defense aspects of gas supply, which is principally manufactured gas, for Euro- 
pean cities. 

Also, in the foreign field the Office of Oil and Gas worked closely with the 
Organization for European Economic Cooperation. Its Petroleum Committee 
concentrates on the contribution petroleum can make in the development of 
Europe’s economy. While the United States is not a member of this Organ- 
ization, Government officials work closely with it in supplying technical advice. 


AUTHORITY 


Defense functions with respect to petroleum and gas were placed in the Divi- 
sion of Oil and Gas, Department of the Interior, at the time of the abolishment 
of the Petroleum Administration for Defense (Official Organization Handbook 
Release No. 9, April 28, 1954). The change in the designation from Division to 
Office was effected by Release No. 2 to the Departmental Manual, dated April 
6, 1955. The composition and functions of the Office of Oil and Gas are described 
in chapter 111.5 of the Departmental Manual. 

The Office of Oil and Gas derives authority with respect to its defense func- 
tions from- 

The Defense Production Act of 1950, as amended (50 U. 8S. C. App., sees. 
2061-2166) ; 
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Executive Order No. 10480, as amended (50 U. S. C. App., sec. 2153, note) ; 

Defense Mobilization Order I-7, as amended (18 F. R. 5366, 6737, 19 F. R. 
7348) ; 

Defense Mobilization Order VII—5, as amended (18 F. R. 6408, 19 F. R. 
7349) ; 

Defense Mobilization Order I-13 (19 F. R. 7348) ; 

Order No. 2822 of the Secretary of the Interior, dated July 11, 1957 (22 
F. R. 5779), superseding Order No. 2781; 

NPA Delegation No. 9, February 26, 1951 (17 F. R. 1908), as continued 
by Business and Defense Services Administration Regulation No. 1 (18 
F. R. 6337) ; 

Defense Transport Administration Delegation No. 6, May 5, 1951 (16 F. R. 
4149), as amended February 19, 1954 (19 F. R. 1071), and continued by 
Interstate Commerce Commission by Organization Order DTA 1, as amended 
June 27,1955 (20 F. R. 4550) ; 

Section 168 of the Internal Revenue Code of 1954; 

Federal Civil Defense Delegation No. 3, dated August 13, 1955 (20 F. R. 
5957). 

OFFICE OF MINERALS MOBILIZATION 


This report summarizes the operations of the Office of Minerals Mobilization, 
Department of the Interior, under the Defense Production Act and related legis- 
lation during the year ending September 30, 1957. 


AUTHORITY 


The Office of Minerals Mobilization was established by the Secretary of the In- 
terior in January 1955. Secretary’s Order No. 2781, dated January 6, 1955 (20 
F. R. 316), delegated to the Director of the Office of Minerals Mobilization certain 
functions under the Defense Production Act and related legislation with respect 
to solid fuels and metals and minerals, except domestic minerals exploration 
functions performed by the Defense Minerals Exploration Administration and 
certain operational functions delegated to the Administrator of General Services. 
These functions were delegated by the Secretary pursuant to delegation of au- 
thority and assignments made to the Secretary by the Director of the Office of 
Defense Mobilization in Defense Mobilization Orders I-7, as amended (18 F. R. 
5366, 19 F. R. 7348), VII-5, as amended (18 F. R. 6408, 19 F. R. 7349), and I-13 
(19 F. R. 7348). Under Federal Civil Defense Administration Delegation No. 3 
(20 F. R. 5957), effective August 13, 1955, the Office of Minerals Mobilization is 
responsible for certain functions with respect to planning for distribution of solid 
fuels in FCDA areas in the event of emergency. The delegations of authority to 
the Director of the Office of Minerals Mobilization initially set forth in Secre- 
tary’s Order No. 2781 have been continued in Secretary’s Order No. 2822, dated 
July 11, 1957 (22 F. R. 5779), which superseded Order No. 2781. 

The Office of Minerals Mobilization is a departmental unit, reporting to the 
Assistant Secretary—Mineral Resources. A description of its functions appears 
in chapter 111.4 of the departmental manual. 


RESPONSIBILITIES, PROGRAMS, AND PROCEDURES 


Responsibilities of the Office of Minerals Mobilization may be summarized as 
including (1) the continuing evaluation of the preparedness position of the 
United States in mineral raw materials and solid fuels, (2) advising the Office 
of Defense Mobilization with respect to the adequacy of the mobilization base for 
individual commodities as conditions change, and also with respect to Government 
programs, including the use of Government financial aids and incentives, in those 
instances where it appears that such assistance would be needed to assure an 
adequate mobilization base, and (3) the development and advancement of pre- 
paredness measures which can be taken by government and by industry to assure 
continuity of supply of these commodities in the event of enemy attack upon the 
United States. 

Among the many factors considered in evaluations of preparedness in the field 
of minerals are the relationship of mobilization requirements (as determined by 
ODM) to current and potential levels of production at all sources, both domestic 
and foreign, the status of the national stockpile of strategic and critical minerals, 
the accessibility of sources under wartime conditions, the size and potential pro- 
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ductivity of known reserves, and the developments in technology which may af- 
fect mining, processing, or utilization of the subject mineral in the future. 

If the Office of Defense Mobilization, after cousidering OMM’s evaluations and 
recommendations, determines that a mineral program involving the use of Gov- 
ernment financial aids and incentives or procurement should be inaugurated, 
modified, or terminated, ODM certifies the program or action to the Administra- 
tor of General Services for administrative implementation. 

By Executive Order 10480, the Administrator of GSA has responsibility for pur- 
chasing and making commitments to purchase metals and minerals under au- 
thority of the Defense Production Act. Since in the case of mineral raw mate- 
rials, there would sometimes be a relationship between the negotiation of pro- 
curement contracts and the function of screening and making recommendations 
to ODM on individual requests for loans, guaranties, and accelerated tax amor- 
tization, the function of making such recommendations on individual requests 

yas delegated to the Administrator of GSA by Interior Defense Delegation 1 
(19 F. R. 9857) on December 22, 1954, with respect to the aspects of production 
and processing of metals and minerals assigned to the Secretary of the Interior. 
In connection with GSA’s performance of this delegated function, as well as the 
procurement function, the Office of Minerals Mobilization furnishes such data 
and consultation as the GSA may request. 

In the case of solid fuels, the pattern of delegations of authority with respect 
to recommendations on individual requests from applicants for accelerated tax 
amortization and other forms of financial aids and incentives differs from the 
above-described pattern for minerals. Such recommendations pertaining to solid 
fuels were made directly to ODM by the Office of Minerals Mobilization. There- 
fore, this annual report presents data on the status of applications for necessity 
certificates for accelerated tax amortization for solid fuels facilities. Activity in 
this area has declined, and, in view of the provisions of Public Law 85-165, 
enacted in August 1957, amending section 168 of the Internal Revenue Code of 
1954, it seems clear that no solid-fuels facilities hereafter will qualify for neces- 
sity certificates for accelerated tax amortization. The annual report of the Gen- 
eral Services Administration presents data with respect to accelerated tax amor- 
tization for mineral facilities. Also, the GSA report, rather than this report, 
includes information on the use of borrowing authority provided by the Defense 
Production Act in connection with mineral supply, except domestic exploration, 
which is covered in the report of the Defense Minerals Exploration Adminis- 
tration. 

Additional responsibilities of the Office of Minerals Mobilization, pertaining 
to mineral raw materials and solid fuels alike, include: (1) estimation of mate- 
rials, equipment, transportation, and other requirements of these industries under 
partial and full mobilization conditions: (2) preparation of standby orders 
and regulations as readiness measures; (3) provision of guidance and leadership 
to these industries in the development of plans and programs to insure continuity 
of essential production in event of attack: (4) cooperation with the Industry 
Evaluation Board in the identification and rating of essential facilities; and (5) 
participation in the activities and planning of the Department of the Interior 
designed to insure continuity of essential functions of the Department in event 
of an attack on the United States. 





MOBILIZATION BASE FOR MINERALS AND SOLID FUELS 


Progress of the work of the Office of Minerals Mobilization related to the 
evaluation, maintenance, and expansion of the mobilization base for minerals and 
solid fuels is indicated in this section. 

Vinerals mobilization base studies 

During the period from October 1, 1956, to September 30, 1957, 19 compre- 
hensive mobilization base evaluations were completed, as follows: Metallurgical 
grade fluorspar, lead, zinc, rutile and ilmenite, zirconium, copper, emery, battery 
grade and chemical grade manganese, quartz crystals, cobalt, vanadium, molyb- 
denum, aluminum, magnesite and dolomite, selenium, diamonds, tin, platinum 
metals, and titanium metals. Two recommendations for closing of expansion 
goals were made to ODM during the period, as a result of which the goals on 
mica and nickel were closed. Four commodity forecasts were completed: Cobalt, 
nickel, selenium, and tin. In addition, four other reports were completed: 
tungsten barter, chrome-manganese barter, fluorspar reserves, and recommended 
action programs, in event of full mobilization, with respect to those stockpile 
materials for which the procurement priority levels have not been reached. 
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Expansion goals for minerals 


All of the expansion goals for minerals under the jurisdiction of the Office of 
Minerals Mobilization have been closed. Since the consideration by ODM and 
GSA of applications for accelerated tax amortization for mineral facilities has 
been confined to those representing capacity within the limits of open expansion 
goals, the closing of these goals, in effect, made ineligible any subsequent appli- 
cations for such tax amortization. 

Listed below are the expansion goals for facilities within the purview of the 
Office of Minerals Mobilizations which have been closed by ODM during the 
period since October 1, 1956. 


Goal No. Title Date closed 
20 Chromite, chemical grade___._______-_ pee eed cack eb: 28, 1987 
187 Manganese ore, battery and chemical grade____--__---__~_~- Do 
Ua secre ah Soiree eb bhtvcsabbbesneenel Apr. 25, 1957 
rd ate :  elishitessacteubere aaa baie June 28, 1957 
pS a ee a ee dee db aeidan te hacine teka stents SS POE Lame 
228 Substitutes for strategic natural mica_-_______--__________June 28, 1957 


From the viewpoint of the Office of Minerals Mobilization as the agency respon- 
sible for recommending mineral programs to the Office of Defense Mobilization, 
no further use of the incentive of rapid tax amortization in connection with 
expansion of capacity for mineral production is now foreseen. If any need 
should arise to employ this particular incentive for the construction of mining 
or mineral processing facilities, however, its use would be limited, of course, to 
such specialized facilities as would meet the criteria set forth in Public Law 
85-165, enacted in August 1957, which amended section 168 of the Internal 
Revenue Code of 1954. 

The closing of mineral expansion goals in connection with accelerated tax 
amortization for construction of facilities does not affect the continuation or 
initiation of purchase programs or other forms of financial aids and incentives 
needed to assure adequate supplies, reserves, and stockpiles of the subject 
minerals. 


Commodity summary sheets 

During the second and third quarters of this reporting period. 59 commodity 
summary data sheets on industrial minerals were completed, with special empha- 
Sis on those minerals which are not on the stockpile list. 
Commodity abstracts 

During the year, commodity abstracts of all the stockpile materials under 


OMM’s jurisdiction were completed and distributed to authorized Interior 
officials. 
Vobilization base for solid fuels 

The mobilization base for solid fuels consists of the following major parts: 
Anthracite, bituminous coal, metallurgical coal (a subdivision of bituminous coal 
of such importance to defense that it merits separate consideration), and coke. 
At earlier stages in the defense mobilization program, expansion goals were 
established for coke, metallurgical coal, and, because of its military significance, 
the production of coal in Alaska. Capacity for the production of anthracite 
and nonmetallurgical coal was considered adequate and no goals were established. 

Although the three expansion goals mentioned above have been closed for some 
time, the Office of Minerals Mobilization continues to watch closely the supply- 
requirements situation and productive capacity in these areas, as well as in 
anthracite and nonmetallurgical, bituminous coal. The paragraphs below present, 
for each of the major parts of the mobilization hase in solid fuels, a brief sum- 
mary of actions on expansion goals (where applicable), current production and 
supply, and the existing and anticipated capacity. 
Coke 

Expansion goal No. 4 which was established December 5, 1951, and amended on 
April 9, 1953, provided for a capacity of 85,800,000 tons of coke per year. On 
September 29, 1955, the goal was closed. The expansion goal for coke was 
related to the expansion program for pig iron which set the goal at a capacity 
sufficient to produce 85 million tons of pig iron per year. The pig iron goal 
(No. 5) was closed on January 29, 1954. 

By the end of 1957, the national coke capacity should be approximately 86,500,- 
000 tons per year, including 80,750,000 tons of byproduct coke capacity and 
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5,766,000 tons of beehive coke capacity. Many of the beehive facilities are not in 
service now, since the steel industry is operating at less than full capacity, but 
they could be used if needed. That total coke capacity exceeds the capacity 
being utilized is indicated by the fact the daily average production for the first 
6 months of 1957 was at an annual rate of 79,451,000 tons. 

While coke capacity under present conditions appears to be greater than the 
mobilization requirements envisaged at the time the goal was set at 85,800,000 
tons, several factors should be borne in mind. In the stress of a wartime situa- 
tion in which inferior grades of coke and iron ore may have to be used, the 
amount of coke used per ton of iron instead of being 1,761 pounds as in 1956 may 
be as high as 1,850 to 1,900 pounds, as was the case during World War II; there- 
fore, to produce 85 million tons of pig iron, 78,625,000 to 80,750,000 tons of coke 
may be required. When other industrial requirements are taken into account 
mobilization requirements would then range from approximately 86 to 89 million 
tons. Offsetting factors to this potential increase in requirements are the con- 
tinual improvements being made in facilities for cleaning metallurgical coal and 
thus improving the quality of the coke; the increasing practice of sintering iron 
ores before Charging to blast furnaces and the installation of plants for proc- 
essing taconite with an increase in the percent of iron in the blast furnace 
charge. High grade foreign ores now being charged into some blast furnaces 
also lower the coke to pig iron ratio but these ores might not be available in a 
global war because of transportation difficulties. 

Vctallurgical coal 

Goal No. 4 also provided for an adequate capacity to provide the metallurgical 
coal required to produce 85,800,000 tons of coke. As shown in the preceding 
section, the requirements for coke, during a wartime situation, might run as high 
as SY million tons under certain conditions. To produce this tonnage of coke, 
127 million tons of coal would be required to supply coke ovens in the United 
States and an additional 5 million tons would be needed to supply coal to 
byproduct plants in Canada which rely on shipments from the United States. 

Accurate data are not yet available to measure the ability of the coal industry 
to meet the requirements of the coke industry; however, it is believed that the 
national capacity is sufficient to meet requirements. 

The Bureau of the Census collected information for the year 1954 which when 
published should throw some light on the capacity of the mines producing metal- 
lurgical coal. In the meanwhile the Office of Minerals Mobilization will continue 
to compile detailed data on individual mines known to have shipped coal for use 
in coke ovens. 

Coal in the Territory of Alaska 

Expansion goal No. 138 which provided for a capacity of 950,000 tons of coal 
per year in the Territory of Alaska was closed on August 11, 1955. In 1956 the 
mines in Alaska produced approximately 725,000 tons. One of the major mines 
did not operate during 1956 because of lack of orders. It is reasonable to 
assume that, if needed, a capacity of 950,000 tons is available. 

Coal supply is very important to certain military establishments in Alaska and 
therefore adequate capacity should be maintained. There are only 4 mines in 
Alaska with a capacity of over 100,000 tons per year and 1 of these is approach- 
ing exhaustion of its developed underground reserves. If the company operating 
this mine decides to cease production the loss of capacity will have to be made up 
by other mines. At this time it is not possible to state whether some form of 
Government assistance will be necesary to maintain’ an adequate mobilization 
hase to assure an adequate coal supply for military and civilian requirements in 
Alaska. 
tnthracite 

The anthracite industry which produced 100 million tons in 1917 declined to a 
production of only 26 million tons in 1955. During World War II the maximum 
production was 64 million tons with approximately 78,000 employees in 1944. 
Current production indicates a probable output of 27 million tons with about 
10,000 employees in 1957. 

Anthracite in any future mobilization will perhaps be a more important source 
of energy than it was in World War ITI. The loss of skilled miners due to the 
decline in the capacity of the industry will be difficult to overcome. A solution 
for reviving the industry presents many difficulties but research projects, includ- 
ing studies of means for increasing the production per man through more 
advanced methods and machines, may prove of eventual benefit. 
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Bituminous coal 

The bituminous coal industry is expected to produce and market approxi- 
mately 500 million tons in 1957, the same quantity as in 1956. 

A large portion of the increased production of bituminous coal which has 
occurred since the low period of 1954 can be attributed to the increase in the 
quantity of coal being exported to European countries and the increased con- 
sumption of coal by electric power generating plants. It is anticipated that 
during 1957, more than 10 percent of the total coal produced in this country will 
be shipped to European nations. The increased consumption of coal by electric 
power generating plants has resulted from a substantial overall increase in use 
of energy. 

Not all of the coal producing areas have benefited equally from the increased 
requirements for bituminous coal. The increased requirements for coal for 
generation of electric power have been centered in the Ohio and Mississippi 
Valleys and these have benefited the mines contiguous thereto. while the in- 
ereased export demand is being supplied chiefly from those coal producing areas 
which can ship through the port of Hampton Roads. 


Necessity certificates for solid fuels facilities 

Activity in connection with necessity certificates for accelerated tax amortiza- 
tion was greatly reduced during the period covered by this report. Three reports 
were submitted to ODM recommending time extensions, 5 reports recommending 
approval of final costs, 1 report recommending denial of an application, and 1 
recommending approval of a previously denied application. In addition, 15 
applications for facilities for coke ovens and coal mines were rejected because 
goal No. 4 was closed. 

Future activity in reference to necessity certificates will consist largely of 
examination of requests for approval of final costs. It seems clear that under 
the provisions of Public Law 85-165, enacted in August 1957, no solid fuels 
facilities to be constructed in the future can qualify for accelerated tax amorti- 
zation under section 168 of the Internal Revenue Code of 1954, which Public 
Law 85-165 amended. 

The cost of solid fuels facilities for which necessity certificates for accelerated 
tax amortization have been issued since December 1950 (when the first was 
issued) and not subsequently cancelled is $703,554,000. The average percentage 
of accelerated amortization allowed has been about 63 percent. It is estimated 
that, to date, construction put in place represents about 90 percent of the total 
value of facilities for which certificates have been issued. 

Three tables accompanving this report show, as of September 30, 1957, the 
number of applications for necessity certificates, dollar values of certificates, 
and the increase of solid fuels capacity represented by projects for which certifi- 
cates have been issued. It is not expected that there will be any significant 
change in these tables in the future, especially since it is not anticipated that 
any new necessity certificates will be issued. 


MOBILIZATION READINESS ACTIVITIES 


During the period covered by this report, considerable attention has been 
given to mobilization readiness measures, especially those pertaining to conti- 
nuity of government in relation to the mineral and solid fuel industries in the 
event of enemy attack and, also, to the discharge of OMM’s responsibilities with 
respect to planning for distribution of solid fuels in a civil defense emergency. 
Erecutive reserve program 

During the vear, 15 executive reservists were appointed in the solid fuels areas 
and 2 more who will be appointed at a later date have been selected and the 
necessary security clearance obtained. These reservists will serve as area dis 
tribution managers in the event of an emergency: 1 for anthracite, 10 for 
bituminous coal, and 6 for coke. In the minerals area, 11 reservists have been 
selected, but their appointments await securitv clearance. <A staff member in 
the minerals area made an extended tour of the country in September for the 
purpose of recruiting additional reservists. 


Operation Alert, 1957, and other exercises 


Activities in Probex D-—56 and Probex M-—57. alerts et desks in Washinyton, 
D. C., in December 1956 and March 1957, respectively, were preparatory to the 


full-scale Operation Alert, 1957, held from June 20 to July 12 in Washington and 
from July 12 to July 19, inclusive, in the field 
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The Director of the Office of Minerals Mobilization and 12 members of his 
staff, including the Coordinator for Solid Fuels, participated in Operation Alert, 
1957, at the Department’s relocation center. In addition, one staff member 
served as solid fuels liaison representative at FCDA national headquarters and 
FCDA region IV headquarters in Battle Creek, Mich., while another was sta- 
tioned at FCDA region I headquarters in Harvard, Mass. Employees of the 
Bureau of Mines field staff served as representatives of OMM on solid fuels 
problems on the ODM’s regional mobilization committees in ODM regions II, 
IV, VII, and X. 

On the basis of experience gained in Operation Alert, 1957, and other exercises, 
a series of files is being developed to show the actions required in the fields 
of mineral raw materials and solid fuels in event of an enemy attack upon the 
United States. A duplicate set of these files will be sent to the relocation center. 
Bomb damage assessment program 

During the latter portion of the year, this Office received and completed a 
classified assignment on bomb-damage assessment. This project was undertaken 
at the request of ODM. 

In the field of solid fuels it is possible, by using data available at the relocation 
center, to make a rapid hand evaluation of damage which might result from an 
enemy attack on the United States. Further refinement is both possible and 
desirable, and it is anticipated that data on the coke industry will be supplied 
to the damage assessment center for electronic processing. 

FCDA activities—solid fuels 

During the 12-month period October 1, 1956, to September 30, 1957, substan- 
tial progress has been made in discharging the responsibilities of the Secretary 
of the Interior pursuant to FCDA delegation No. 3 for planning and directing 
Federal activities designated to procure, store, transport, and distribute adequate 
supplies of solid fuels to attacked areas and reception centers, consistent with 
the national emergency fuel program. 

\ civil defense emergency plan for solid fuels has been forisulated. The plan 
is based on the experience gained during wartime control of solid fuels in World 
War II and the Korean crisis, and has been broadened to include the conditions 
that might arise in meeting survival requirements and other needs of civil 
defense authorities. Information gathered in field contacts with Federal and 
State civil defense authorities during the past year is being incorporated in the 
plan and the plan modified to suit the organizational structure of each particular 
State 

The plan provides for the organization of a field staff, appointed by the Secre- 
tary of the Interior, to control the distribution of anthracite, bituminous coal, 
ind coke in all producing districts of the country, in the event of an emergency, 
until such a time as a central control agency has been established and has 
assumed overall direction of the distribution program. The field organization 
will be composed of area distribution managers for solid fuels to whom authority 
vill be delegated to control, independently of a central authority, the distribu- 
j f solid fuels produced within their districts or areas. They will be au- 

d, ameng other thines, to direct shipments of solid fuels to meet the needs 

hn emergency upon receipt of a request from the duly authorized civil defense 
nuthorities within each State. A solid fuels liaison representative will be sta- 
tioned at each of the FCDA regional headquarters to handle requests for solid 
fuels supply and request the appropriate area distribution managers to ship the 

lid fuels needed. The area distribution managers and liaison representatives 
will be men who are in close contact with and thoroughly experienced in the 
production and distribution of solid fuels within the producing districts or areas 
o Which they are assigned. The appointees will be enrolled as members of the 
National Defense Executive Reserve unit of the Department of the Interior. 

The plon also provides for close cooperation with State and local civil defense 
authorities. Local emergency solid fuels committees will be appointed by the 
State civil defense directors for all areas designated as “target areas for civil 
defense purposes,” and other areas at their discretion. Members of these com- 
mittees, who will act only in an advisory capacity, will serve without compensa- 
tion and will be persons familiar with the sale and distribution of solid fuels in 
their areas. Local civil defense authorities may call upon the members of the 

mnmittees for assistance in determining the kinds, quantities, and sources of 
supply of solid fuels needed in an emergency. Requests will then be routed 
through channels established by each State civil defense director and 
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through the FCDA regional administrators to the solid fuels liaison representa- 
tives, who will arrange for shipment of the solid fuels by contacting the appro- 
priate area distribution managers. 

The plan has been presented and explained to all of the regional adminis- 
trators of FCDA. Conferences have already been held with most of the State 
directors of civil defense in regions I to IV, inclusive, to work out details of the 
plan. Organization activities have been centered in the territory east of the 
Mississippi River, where approximately 95 percent of all solid fuels are produced. 
Memoranda of agreement covering the operation of the plan have been completed 
with the civil defense directors of 15 States in that territory, 9 such agreements 
are pending, and 4 States have not yet been contacted. 

A manual of instructions for procedure and operation under the civil defense 
emergency plan for solid fuels for the use of Federal, State, and local civil 
defense officers, employees, committees, and volunteer helpers is being developed, 
and it will be submitted to FCDA for approval. 


Status of applications for necessity certificates in the solid-fuels industries as 
of Sept. 30,1957 (subject to revision) 


Number of applications 


Classification Withdrawn Canceled Net 
Filed before Denied | Certified after certified 
action certification 
Coke 
Integrated ! 20 See 4 20) 2 18 
Integrated 76 ; 31 45 8 4 
Merchant 36 l 2 33 7 26 
Beehive ee " TR l 6 3 3 
Subtotal ; 139 ] 34 104 a &4 
Other coke processes eceulke 7 4 3 l 2 
Metallurgical coal 
Captive _.....- syed 100 2 47 FY 4 47 
Noncaptive_-_--- " — 44 1 30 13 1 12 
Subtotal__....-- oa ; 144 3 77 “4 5 59 
Coal in Alaska _---- ; ‘ whee 4 = 4 2 2 
Nonmetallurgical coal stale oaaiinalr dante 35 34 l ] 
Anthracite } 2 2 
Briquets._. ; 2 2 
Mining machinery 1 1 
Lignite 1 ] 
le - aioaike wi 337 6 155 176 28 148 


' Action by OPM (or DPA) based on recommendations by Department of Commerce; all others based 
on recommendations by the Department of the Interior. 


Source: Office of Minerals Mobilization, Department of the Interior, Sept. 30, 1957 
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Status of applications for necessity certificates in the solid-fuels industries as 
of Sept. 30, 1957 (subject to revision )—Continued 


Dollar values in thousands 


Classification 








Withdrawn Canceled | Net cer- Per- 
Filed before Denied | Certified after cer- tified cent ? 
action tification 
Coke | 
Integrated !. $212, 963 $212, 963 $27, 900 | $185, 063 81. 06 
Do 922, 275 $448, 700 473, 576 127, 137 346, 439 53. 13 
Merchant 169, 706 $15, 600 130 153, 976 80, 387 73, 589 78. 46 
Beehive 3, 089 56 3, 033 1, 045 1, 988 75. 77 
Subtotal 1, 308, 033 15, 600 448, 886 843, 548 236, 469 607, 079 64. 79 
Other coke processes 17, 324 8, 125 9, 199 650 8, 549 46. 59 
Metallurgical coal 
Captive 242, 53: 24, 441 119, 894 98, 198 18, 519 79, 679 52. 69 
Noneaptive 32, 429 283 24, 909 7, 237 766 6, 471 44. 07 
Subtotal 274, 962 24, 724 144, 803 105, 435 19, 285 86, 150 52. 04 
Coal in Alaska 1, 809 1, 809 671 1, 138 65. 00 
Nonmetallurgical coal 51, 377 50, 739 638 638 85. 00 
Anthracite 4, 825 4, 505 320 
Briquets O4 94 
Mining machinery 282 282 
Lignite 9, 500 9, 500 
Total 1, 668, 206 44, 829 662, 749 960, 629 257, 075 703, 554 63. 03 
See footnote 1 on p. 216. 
2 Percent of net certified cost eligible for accelerated tax amortization. 
Increase in capacity, in thousands of tons 3 
| Ta aa 3A 
Classification With- | Canceled 
Filed drawn | Denied! Certi- after Net cer- 
before | fied certifi- fied 
action cation 
| Poe y Aire es Ace. 2 
Coke: | 
Integrated ! 7, 368 | 7, 368 769 6, 599 
Integrated . | 17, 731 | 9,800} 7,931 | 3, 023 4, 908 
Merchant 4, 108 | 4, 108 | 2, 136 1,972 
Beehive 641 35 | 606 | 216 360 
Subtotal 29, 848 | 9,835 20, 013 | 6, 174 13, 839 
Other coke processes | | alert 
| = — 
Metallurgical coal | 
Captive ; 28, 672 2, 500 | 13, 705 12, 466 1, 000 11, 466 
Noneaptive 6, 647 4, 361 2, 286 | 250 2, 036 
Subtotal 35, 319 2, 500 | 18, 066 14, 752 1, 250 13, 502 
Coal in Alaska 550 550 270 | 280 
Nonmetallurgical coal 15, 769 15, 769 
Anthracite 260 113 147 
Briquets 60 60 
Mining machinery . 
Lignite 


See footnote 1 on p. 216. 
’ The increases in capacity as reported by applicants are partially offset by losses in capacity at facilities 
abandoned because of age, obsolescence or economic factors. 


DEFENSE MINERALS EXPLORATION ADMINISTRATION 


A program for the encouragement of exploration for deposits of strategic and 
critical minerals within the United States, it Territories, and possessions is 
conducted by the Defense Minerals Exploration Administration under the Defense 
Production Act of 1950, as amended. A summary of the operations of the DMEA 
during the period from September 1, 1956, to August 31, 1957, is presented in this 
report. 


AUTHORITY 


The authority for the DMEA program is derived from the Defense Production 
Act of 1950, as amended (50 U. S. C. App., 1952 edition, secs. 2061-2166). See- 
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tion 304 of Executive Order 10480, as amended (18 F. R. 4939; 21 F. R. 1673), 
conferred the authority respecting the program upon the Director of the Office 
of Defense Mobilization, and pursuant to paragraph 3 of Defense Mobilization 
Order No. I-7 (formerly DMO-30), as amended (18 F. R. 5366, 6737; 19 F. R. 
7348), this authority was delegated to the Secretary of the Interior, to be exer- 
cised in accordance with programs certified by the Director, ODM. The Secretary 
redelegated his functions to the Administrator of the Defense Minerals Explora- 
tion Administration by Interior Orders 2726 (18 F. R. 3804), 2755 (19 F. R. 
2503), 2764 (19 F. R. 4005), 2781 (20 F. R. 316), and 2822 (22 F. R. 5779). 
The program is set forth in DMEA Order 1, amended, as amended (19 F. R. 1568 
20 F. R. 337, 1698; 21 F. R. 3838; and 22 F. R. 5685). 


SUMMARY OF THE PROGRAM 


Pursuant to DMEA Order 1, amended, as amended, 34 minerals are cur- 
rently eligible for exploration assistance with the Government contributing a 
percentage of the allowable costs of the exploration work as follows: 


Fifty percent: Bauxite, cadmium, chromium, copper, fluorspar, graphite 
(strategic crucible flake), lead, molybdenum, and zinc. 

Seventy-five percent: Antimony, asbestos (strategic chrysotile), beryl, co- 
balt, columbium, corundum, diamonds (industrial), kyanite (strategic), 
manganese, mercury, mica (strategic), monazite and rare earths, nickel, 
platinum group metals, quartz crystals (piezo-electric), rutile-brookite, sele- 
nium, tale (block steatite), tantalum, thorium, tin, tungsten, and uranium. 


Under the program, the Defense Mineral Exploration Administration enters 
into contracts with private parties for the exploration of indicated or unde- 
veloped sources of these strategic and critical metals or minerals within specific 
areas or parcels of land. Each contract establishes an exploration project calling 
for specific work to be performed at costs estimated on an actual or fixed unit 
basis but limited in the total amount, with the Government contributing 50 
or 75 percent of the allowable cost of the project, depending upon the mineral 
or minerals being sought. If two or more minerals falling in different percentage 
groups are involved, the Government’s contribution is set at 62.5 percent. 

Exploration projects are based upon sound engineering and geological prin- 
ciples, with definite plans and specifications established for the work to be per- 
formed. They are approved only after careful investigation. Ordinarily, proj 
ects are not approved for work which will require more than 2 years to complete; 
however, the time limit for most projects is fixed at a much shorter period. 

Only the direct costs of the work performed are allowable for contribution by 
the Government. These direct costs include labor, supervision, and consultants; 
workman’s compensation and employees’ liability insurance, and payroll taxes; 
operating materials and supplies; operating equipment; initial rehabilitation or 
repairs of existing buildings, fixtures, and equipment; necessary construction 
or installation of buildings or fixtures; repairs and maintenance of equipment ; 
analytical work; and accounting. The cost of access roads needed for explora- 
tion purposes may be included as part of the allowable cost of a project. Such 
roads are usually short and their cost small; consequently, in order to expedite 
the projects any costs for access road repairs or construction are usually included 
as part of the exploration cost. 

The Government's contribution to the cost of a project is not subject to any 
interest being paid by the operator. However, if the Government considers that 
a discovery or development from which production may be made has resulted 
from the work, the Government so certifies and notifies the operator. Upon 
certification, all mineral production from the land covered by the contract is sub- 
ject to a royalty payable to the Government at a rate not to exceed 5 percent of 

n for a period of usually 10 years 
from the date of the contract or until the full amount of the Government's con 


tribution is repaid, whichever occurs first. Under certain conditions the repay- 
ment period may be set for a time longer than 10 vears. Regardless of certifica- 


tion, during the term of the contract and for a period of 6 months after receipt 
+ 9 ll 


the gross proceeds or value of such productio 


1 


of the operator’s final report on the project, all ore produced from the project 
property is subject to the same royalty provisions. 

pancing the prog 

Funds for financing the program are procured by borrowing from the 
Vreasury und ithorization of t Defense Production Act of 1950, as 


amended. Requests for necessary funds are made as they are needed to the 
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Office of Defense Mobilization which issues a certification for the amount that 
it approves. A total of $38.8 million of borrowing authority funds has been 
approved since the inception of the program in April 1951. As of August 31, 
1957, $24,831,577 of this amount has been obligated or reserved for exploration 
projects, but only about $19,200,000 has been disbursed. 


Organization for administration and coordination of the program 

The Defense Minerals Exploration Administration functions within the De- 
partment of the Interior under the supervision of the Assistant Secretary— 
Mineral Resources. A Policy and Coordinating Committee, comprised of the 
Assistant Secretary—Mineral Resources as Chairman, the Administrator of the 
Defense Minerals Exploration Administration, the Director of the Bureau of 
Mines, and the Director of the Geological Survey, serves as a primary point of 
contact with other Government agencies, interprets Federal policy relating to 
activities of the DMEA, establishes the broad framework of working arrange- 
ments for conduct of the DMEA program, and reviews progress of the program. 
The DMEA does not maintain a technical field staff but utilizes the services of 
the technical staffs of the Bureau of Mines and Geological Survey for all field 
examinations, reports, project inspections, and field administration of explora- 
tion contracts, except auditing which is done by DMEA’s own staff. The field 
work is performed under the direction of five regional field teams, each team 
comprised of an engineer from the Bureau of Mines and a geologist from the 
Geological Survey, with one being designated as the executive officer for the 
DMEA and the other as his alternate. All correspondence with and instruc- 
tions to the field teams flow through an operating committee in Washington 
which is composed of 3 members, 1 representing the Administrator of the DMEA, 
as Chairman, and 1 each representing the Director of the Bureau of Mines and 
the Director of the Geological Survey. 





Cooperation with other agencies 


In addition to the close cooperation with the Bureau of Mines and the Geo- 
logical Survey, the DMEA maintains cooperative arrangements with the Office 
of Defense Mobilization and the Office of Minerals Mobilization because of their 
interests and responsibilities in the metals and minerals field. 

The DMEA consults with the Atomic Energy Commission on applications for 
exploration of minerals of interest to that agency, and also on proposed con- 
tracts covering exploration for such minerals. The General Services Admin- 
istration is consulted with respect to proposed exploration contracts on prop- 
erties which may be involved in procurement contracts with that agency, and it 
is kept informed of the results of exploration on successful projects. Close con- 
tact is also maintained with GSA in those instances where producers having 
DMBEA contracts are shipping ores or concentrates to Government stockpiles. 
The files of the former Reconstruction Finance Corporation are frequently used 
by the DMEA in passing on applications for exploration aid to determine 
whether or not a previous Government loan had been made on the property 
involved. Cooperation is also given to the Attorney General and such agencies 
as the Securities and Exchange Commission, Small Business Administration, 
and the Treasury Department by furnishing information relative to DMEA 
applications and contracts. The Contract Administration and Audit Division 
of the DMEA cooperates with the General Accounting Office in its auditing 
program. 


PROGRESS OF THE PROGRAM 


The progress of the DMEA program is indicated by dsta given in the follow- 
ing paragraphs concerning applications, contracts, certifications of discovery or 
development, and repayments of the Government’s contributions. 

{pplications 


The DMEA received 373 applications for exploration assistance from Septem- 
ber 1, 1956 (the date of available figures given in the Sixth Annual Report of 
the Joint Committee on Defense Production), through August 31, 1957. Since 
the start of the program, 3,683 applications have been received for projects 
located in 48 States and Alaska. During the 12-month period ending August 31, 
1957, 261 applications were denied and 71 were withdrawn, bringing the totais 
for denied and withdrawn applications since the beginning of the program to 
1,789 and 652 respectively. 


98432—58- 15 
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Contracts 

Since the inception of the program, 1,055 contracts have been executed; 115 
of these were executed during the past 12 months. The 1,055 contracts as a 
group involved exploration for 30 different minerals, and covered projects lo- 
cated in 34 States and Alaska. As of August 31, 1957, 874 contracts have been 
canceled or terminated, leaving 181 in force. Of these 874 contracts, 66 were 
sanceled without any authorized work having been performed; therefore, no 
Government contributions were made on them. The remaining 808 terminated 
contracts had a total estimated cost of $31,109,017, with Government partici- 
pation set at $19,490,909, but the actual cost to the Government was only 
$13,800,008. 


Certifications of discovery or development 


From the beginning of the program through August 31, 1957, the DMEA has 
certified 304 projects as discoveries or developments, 49 of the certifications 
having been issued in the past 12 months. Important ore showings have been 
reported on 32 other projects which may ultimately lead to their certification 
when sufficient data have been acquired to evaluate properly the ore showings. 
Of the 304 certified projects, 282 have been terminated or completed, and 22 are 
still in operation under DMEA contracts. The total estimated cost of these 304 
certified projects is $18,248,151, of which the Government’s estimated share is 
$11,515,012. To date, however, the Government has expended only $9,214,413 on 
them. These 304 projects, located in 28 States and Alaska, have involved a 
search for 26 strategic and critical minerals. (See attached map.) The DMEA 
has also entered into 44 agreements with operators calling for payment of 
royalties under certain conditions. 


Repayments 


Repayments of the Government’s contributions through royalties on produc- 
tion amounted to $549,875 during the period September 1, 1956, through August 
31, 1957, making a cumulative total of $1,983,948 of such repayments. Opera- 
tors on 29 projects have repaid in full the sums advanced to them, aggregating 
$476,249; and 305 others have made royalty payments. Of the 834 projects 
which have paid royalties, 213 have been certified, and 11 are paying under 
royalty agreements. 

The production on which royalties have been paid to date is estimated to have 
a “gross value” to the operators in excess of $41 million. The gross value 
of the recoverable minerals in the potential ore reserves inferred on the 304 
certified projects is estimated to be in excess of $444 million at current market 
prices. 


NEED FOR THE PROGRAM 


The need to find new sources of minerals to meet the demands of our expand- 
ing economy and of national defense is generally recognized. It is also recog- 
nized that a vigorous domestic exploration program is important in assuring 
ore reserves sufficient to constitute an adequate component of the Nation’s 
mobilization base over a period of years in the future, as well as in maintain- 
ing our position of not relying too heavily on foreign sources for raw materials. 

The DMEA program is contributing significantly to discoveries and develop- 
ments which are increasing known recoverable reserves. The results are an 
effective preparedness measure which provides knowledge of reserves of vital 
minerals that could be drawn upon in case of need. Continuation of this type of 
program should reduce the need for a frenzied, costly search for new sources 
of minerals in any future emergency period, when emphasis should be placed 
on production rather than on exploration. 

Private industry is doing considerable exploration work but the volume is 
not sufficient to keep pace with the rapid rate of depletion of domestic reserves 
of minerals and metals that have been traditionally in short supply during 
1ational emergencies. Easily found and exploited deposits are no longer avail- 
able; consequently, it requires increasing skills and technology, as well as 
finances, to find new mineral deposits. The risk and cost of finding such de- 
posits, especially those important to national defense, have become so great 
that venture capital needed to finance their search seeks more promising fields 
of endeavor. 

It is apparent that some form of Government assistance is needed to stimu- 
late exploration for strategic and critical minerals. The legislative and execu- 
tive branches of the Government have recognized this need. The President’s 
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Advisory Committee on Minerals Policy found that the Federal Government 
should encourage the optimum economic development of domestic mineral reé- 
sources. In its final report of November 30, 1954, approved by the President, 
the Committee recommended that the program of financial assistance to private 
industry for exploration such as that now administered by the DMBA should be 
strengthened and continued. 

Exploration is a long-range activity and it should not be governed by current, 
changes in market prices or short-term fluctuations in supply or demand. Ore 
reserves are a wasting asset, and new domestic ore deposits must be continually 
found to replace those being currently mined. The search for new sources of 
minerals must be initiated well in advance of needed production. In many in- 
stances, establishment of facilities for mining and beneficiating ore must await 
the discovery and development of ore bodies—a process that may take years to 
complete. In other instances, exploration must be conducted to assure that exist- 
ing mining and processing capacity will have raw material supplies for full 
capacity operation in the event of need. 

The exploration program conducted by the DMEA encourages private industry 
to take the essential first steps in looking for domestic sources of strategic and 
critical minerals which have always been in short supply during times of emeér- 
gency. The supplies of many minerals from domestic sources are insufficient to 
meet even normal peacetime requirements, and frequently in emergencies, for- 
eign sources are not available. Even if production and stockpiling goals are 
achieved, a long-range exploration program for minerals and metals vital.'to 
national security and welfare should be pursued as insurance against future con- 
tingencies. Reserves of minerals discovered through current exploration wotk 
represent in a very real sense a stockpile in the ground that may be drawn upon 
whenever needed. F 

Private industry has shown widespread interest in the DMBA program ‘as 
attested by the fact that applications have been received for projects in 43 of* 
the 48 States and Alaska. The continued interest of industry is indicated by 
the current flow of applications received. Although the market prices for many 
minerals and metals are now at low levels, applications for exploration assistance 
are still being received for such materials but at a smaller rate than here- 
tofore. 





SMALL BUSINESS PARTICIPATION IN THE PROGRAM 


The program appeals to small business as shown by the large number of small 
mine operators, including individuals, partnerships, and corporate enterprises, 
participating in it. These operators are especially attracted to highly strategic 
minerals not found in the United States in deposits of sufficient size to be of in- 
terest to large companies. Maximum encouragement is given to small opera- 
tors because of the urgent need for the scarcer strategic and critical minerals 
and the importance of this group in the mining industry. About 60 percent of 
all the DMEA contracts call for expenditures of $25,000 or less. Approximately 
40 percent of all of the DMEA contracts provide for the operator to spend less 
than $3,000 of his own funds, or furnish an equivalent amount in the value of 
his own labor, supervision, or equipment to complete the contract. Based upon 
financial standing, annual production, number of employees, and prominence in 
their particular field in the mineral industry, in excess of 80 percent of the par- 
ticipatits in the program are classed as small business. 


ORGANIZATION, PROCEDURES, AND PERSONNEL 


The methods of processing applications and administration of the program 
are continually being reviewed and analyzed by the DMEA staff in order to im- 
prove them and reduce the cost of administration. In January 1957, the DMEA 
instituted new filing procedures so as to reduce the volume of space required for 
filing and better the control of the flow of its workload. In March 1957, the 
pamphlet titled “The Defense Minerals Exploration Program” explaining the 
program in question and answer form was revised in order to clarify certain 
subjects and to bring it up to date with current procedures. As a means of 
helping the applicant in supplying information needed to process his applica- 
tion, the DMEA Form MF-103, Application for Aid in an Exploration Project 
was also revised in February 1957 and made available in April. 

Under date of July 18, 1957, DMEA Order I, amended, as amended, was 
further amended to abolish the Alaska district, region I, and to transfer the 
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responsibilities of the executive officer of that district to the executive officer 
of the Northwest district. Applicants for Alaskan projects may file applica- 
fions with the Bureau of Mines Office at Juneau, Alaska, for forwarding to the 
DMEA executive officer, region I, at Spokane, Wash. 

The DMEA administers the program with a small Washington staff and four 
auditors in the field. The auditors have the responsibility of making final 
audits of operators’ accounts and of determining the propriety of payments 
under exploration contracts and regulations, as well as auditing ore-shipment 
records and royalty payment accounts for projects in accordance with GAO 
practice. The field auditors are located in Denver, San Francisco, and Spokane. 

As previously mentioned in this report, technical services in the field are 
provided by personnel of the Bureau of Mines or Geological Survey under the 
direction of an employee of either agency, who is assigned as executive officer 
of the DMEA. The field offices are located in five regions as follows: 


Region I: Idaho, Montana, Oregon, Washington, and Alaska—South 157 
Howard Street, Spokane, Wash. 

Region Il: California and Nevada—1605 Evans Avenue, Reno, Ney. 

Region III: Arizona, Colorado, Nebraska, New Mexico, North Dakota, South 
Dakota, Utah, and Wyoming—224 New Customhouse Building, Denver, Colo. 

Region IV: Arkansas, Kansas, Louisiana, Mississippi, Missouri, Oklahoma, and 
Texas—Post Office Box 431, Joplin, Mo. 

Region V: Alabama, Connecticut, Delaware, Florida, Georgia, Illinois, Indiana, 
Iowa, Kentucky, Maine, Maryland, Massachusetts, Michigan, Minnesota, New 
Hampshire, New Jersey, New York, North Carolina, Ohio, Pennsylvania, 
Rhode Island, South Carolina, Tennessee, Vermont, Virginia, West Virginia, 
and Wisconsin—Room 13, Post Office Building, Knoxville, Tenn. 


“he following tables and charts give a complete statistical summary of the 
prozxram through August 31, 1957. 
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TABLE IV.—DMEA disbursements by region and by month 
REGIONAL DISTRIBUTION AS OF AUG. 31, 1957 

































Region | Regional dis- 
| bursements 
eee eae as es nde Lobe baee buciaténaowisan eens | $6,792,918 63 
a Z ‘ aaurscuniannids Scalia aceasta 2, 566, 113. 18 
ee ia ceemacbee mae Mreniminnabenaindeeiaeict | 6, 288, 431. 95 
en aN a a el ee de nadia enttaieeadion | 577, 549. 06 
ees ete een oe meee een eb fe. sscamenneideia | 8, 041, 981. 09 
PE oc cautdncksanes soukpmedoiuh Sac einai alta hg as tse pais a etiam ne opt Tana | 19, 266, 993. 91 
a - 
MONTH-BY-MONTH RECAPITULATION 
| Month-by- | Cumulative | Month-by- Cumulative 
Month | month dis- | disbursement | Month | month dis- | disbursement 
bursement data | | bursement | data 
ee ce eR eee enol ea acai 
1951—July_.......-- | $12, 125. 62 $12, 125. 62 1954—August- -- -- | 10, 832, 747. 
August. a 64, 764. 53 | 76, 890,15 | September... | 11,059, 9°2. 
September.___| 238, 885. 60 315, 775. 75 | October. 11, 249, 175. 
October......| 229, 621. 57 | 7.32 | November----| : 11, 450, 890. 
November....| 211, 127. 61 . 93 | December.-.-| 261, 031. 26 11, 711, 921. 2 
December. - 217, 054. 64 . 57 1955—January - - | 1°8, 394. 47 11, 870, 315. 
1952—January..--..| 261, 280. 43 | 1, February -- 233, 915. 43 12, 104, 231. 
February....-| 245, 613. 20 | 1, March.-.. | 223, §93. 60 12, 327, 824. 
March......-.| 231, 786.38 | 1, April. _- 228, 966. 08 12, 550, 970. 6 
BNE iicsrasimveiets |} 298, 113. 56 2, : May... --| 206, 502. 41 12, 757, 473. 
JS 346, 528. 97 2, 356, 902. 11 June_..- | 130, 255 | 12, 887, 729. 0: 
NN ca saicctednts 329, 879. 73 2, 686, 781. 84 PON a cnaoanct 271, 065. 54 | 13, 158, 794. 5¢ 
PE ac anceoe | 318, 734. 92 3, 005, 517. 76 August | 243,189.30! 13,401, 983. 
August- | 307, 488.00 3, 313, 004. 76 September.---} 189, 620. 69 13, 591, 604. FS 
September___-. 316, 037. 14 3, 629, 041. 90 October | 235, 965, 74 13, 827, 570. 32 
October... 714, 966. 75 4, 344, 008. 65 November--. 270, 902. 01 14, 098, 472. 33 
November....| 450, 223.06 4, 794, 231. 71 December | 231,812.40 14, 330, 284. 73 
December....| 347, 056. 64 5, 141, 288. 35 1956—January ; 198, 272.86 | 14,528, 557. 59 
1953—January....--| 451, 802.16 5, 593, 090. 51 February-- | 294,737.03 | 14,823, 294. 62 
February-.. 305, 978. 26 5, 899, 068. 71 March_. | 191, 045. 49 | 15, 014, 340. 11 
March...... 358, 390. 45 6, 257, 459. 22 April. | 293, 718. 26 | 15, 308, O48. 37 
April.........| 306, 482.97 6, 563, 942. 19 May. ‘ 269, 458, 23 | 15, 577, 516. 60 
I cass tee ball 182, 194. 01 6, 746, 136. 20 ened ici 288, 413.05 | 15, 865, 929. 65 
ra 331, 219. 20 7, 077, 355. 40 || PU lc cawesn. 261, 991. 74 | 16, 127, 921. 39 
Oc caeks 301, 141. 12 7, 378, 496. 52 || a 229, 451. 95 | 16, 357, 373. 34 
August. -__.-- 384, 541. 11 7, 763, 037. 63 September- 275, 052. 02 16, 632, 425. 36 
September-... 312, 607. 92 | 8, 075, 645. 55 || October “ 321, 393. 44 16, 9°3, 818. 80 
October.... 387, 113. 53 8, 462, 759.08 || November... 196, 186. 64 17, 150, 005, 44 
November...- 242, 030. 86 8, 704, 789. 94 |} December. - 267, 647. 80 17, 417, 653. 24 
December --- 314, 724. 19 9, 019, 514. 13 1957—January -- | 268, 718.05 17, 686, 371. 29 
1954—January....--| 279,962.78 9, 299, 476.91 || February...-.| 308,062.23 | 17,994,433. 52 
February....-| 189, 661. 43 9, 489, 138. 34 || March.--- | 244, 145.08 18, 238, °78. 60 
March.-__._- 322, 197. 90 9, 811, 336. 24 || April | 234, 424. 60 18, 473, 003. 20 
IE scccininniivac 182, 113. 97 9, 993, 450. 21 || May...-.- | 154, 271.03 | 18, 627, 274. 23 
BOOT. 6 ccaccen 205, 703. °6 10, 199, 153. 77 June...- |} 168,752.79 | 18, 796,927.02 
SB A cneccen 252, 839. 69 10, 451, 993. 46 | | 232,927.72 | 19, 028, 954. 74 
Se 158, 996. 08 10, 610, 989. 54 August__- 238, 039. 17 19, 266, 993. 91 
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TABLE VII.—Applications received and their status—Commodity distribution 
(as of Aug. 31, 1957) 




















Total | Number | Total dis- Total Total Total with- 
Commodity | number in process | positions executed denied drawn 
received 
DOES U. candiinibintmnins | IT scenes hcssatciata 35 | 12 15 8 
BO ccincwcsciesaceherroee 58 | 1 57 19 25 13 
TOD, csdateccseccntibelbeeue 2 enenebienade D | .nicwtpaemenbiibaiinaimiee ‘2 
OE TIMRIIR, Ji ncdencecvdsubecs | 98 |------------ 98 23 > & WwW 
CRTOMISEIE:, Jidecccnccngebeocnt 25 | 2 23 2 14 7 
COURS «once scndudensn 52 | 1 | 51 10 31 10 
Columbium-tantalum -....... BS lnccenhabuowal 15 3 ll 1 
CORDED acide Dimes nactcdubbhas 237 | 12 225 49 125 52 
ORME olan cncscavnhoabenel GC fimetstecimans | 4 1 S fusicsisn a 
RINE. dake ccnincunubennens F lanimawbamawec SD lackoubedinnan D Avwtidtihiand i 
PIONONOE 1 CoN i cncanccagdeneet 44 | 2 42 16 16 10 
Gold ; as Gites | D Turaeenkaterdes ih tanta decuen L ticcoud dein 
GORING NS. oc nccnedacaininel BiivinicStacad 3 1 Bie cedkGisd 
ID 5 edancdnenaccgoee | Bik eee | O Lis cchbebetnn 3 a 
eae: SA Se Viiatndebiaiie 28 4 10 14 
Lead-zine Racca 445 | 9 | 436 197 162 6 
Lead-zine-copper.. -.....------| 241 | 9 232 56 124 32 
Magnesium... wah | O bdsekbedan iD Eiaciiedea 1 1 
Manganese debe 177 | 4 173 28 100 45 
Mercury-.- ‘ “sone 121 14 107 36 52 19 
Mica wasnt 666 17 649 278 312 fe) 
Molybdenum... 4 8 | 7 1 3 3 
Monazite anes | 24 1 23 5 13 5 
Phosphate rock he 1 renal -| S ivstwedeose L Ana dchleeea - 
Platinum. _-_.. alii | O leace ‘ 6 1 + 4 
Potash de é | 1 | D Ronanodiedia | 1 Jowesedeuw . 
Quartz id ‘ ae 7 | 2 tate eebadiie 5 4 
Rare earths_-.--- | eto Ot cckaae 6 2 
Rutile S aon 12 3 9 1 | 5 8 
Sulfur : Beaol 7 john 7 3 1 8 
Tale as 16 | 16 | 1 13 2 
Thorium... 20 | 2 18 7 8 3 
Tin ; 21 21 5 ll 5 
Topaz... l Be inthe ‘ bl cncedsattie 4 
Tungsten | 474 | 2 | 462 123 251 88 
Uranium. | 767 47 | 720 173 | 401 146 
Total. ; js 3, 633 137 | 3, 496 1,055 1, 789 652 
| | 
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TABLE VIII.—Applications received and their status, State distribution (as of 


Aug. 31, 1957) 








| 
| 
| 





Total 
State number 
received 
ES ee a ee ee 21 
IR eh 8s cc aces 37 
CN An ccc censcemune 232 
ee 28 
IR BN iE 376 
I a 441 
CI Fo nen enn 4 
oe 6 
a Ba 49 
et es ane 252 
eg ea 19 
a 2 
I tn mealnwee: 3 
SS ee ~ 
ECT eee ee 2 
SS a ees: 4 
i em ee 3 
Massachusetts._..........._-- 1 
Ns 9 
SS 8 
gs 2 | 
ne ues 30 
TR 209 
hes cag 1 
ST ES 250 
jew Hampshire_...-.......-- 13 
SE 4 
See 133 
RP sees 9 
North Carolina. __........-_-- 624 
I ot 6 
No i Se ainivins 58 
ING ce. 6 
South Carolina.__..........-- a 
South Dakota............_-_-- 66 
eae 25 
NE aR s wid Netckitiecineials 20 
hn aes ae 381 
a x 
I ce ee od 28 
SS 145 
eee Vermmia.................- 1 
ad 28 
a os ill 72 
I A! 3, 633 





Number in 
process 





137 | 





Dispositions of applications 





Total with- 








| drawn 
Total dis- | Total | Total 
positions | executed | denied 
‘ | 
21 | 6 | 7 8 
35 | 19 | 10 6 
226 39 | 133 54 
28 | 5 | 13 10 
362 | 58 | 215 89 
424 | 135 } 206 83 
geek sce 2 2 
6 | 1 | 3 2 
48 | 19 | 23 6 
245 84 | 112 49 
19 7 7 5 
1 








241 58 | 140 
13 5 8 
4 2 | 2 | 

129 | 29 | 75 | 
8 1 | 4 

609 | 255 | 298 | 
6 2 | 2 | 
49 9 | 26 | 
6 — 5 
7 3 | 3 | 
64 23 | 31 
23 12 | 10 
17 8 | 7 | 

365 100 | 192 
8 5 | 1 
24 12 | 9 

137 42 | 77 | 
Be et eg |e : 
28 | 15 | 5 
67 | 14 | 35 | 

3, 496 | 1, 789 | 


1,055 








able IX.—Applications received and their status—Regional distribution (as 
of Aug. 31, 1957) 














Dispositions of applications 
Total Number in |_ EDI eas 1a 
number process | | 
received | Total dis- Total Total 
positions | executed denied 
ee ee = si eeabuinnasl taiiell Santen rede 
ig Sto acaas 701 34 667 | 223 324 | 
) al ea 626 23 603 | 116 | 355 
Region i lea | 1, 326 50 1, 276 | 340 673 
RR | 91 4 7 | 26 | 33 
Re re cca 889 26 863 350 | 404 
a id | 3, 633 137 3, 496 1, 055 | 1, 789 | 





Total with- 
drawn 


120 
132 
263 

28 
109 


652 
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GENERAL SERVICES ADMINISTRATION 


GENERAL SERVICES ADMINISTRATION, 
Washington, D. C., September 20, 1957. 
Hon. A. WILLIS ROBERTSON, 
Chairman, Joint Committee on Defense Production, 
United States Senate, Washington, D. C. 
(Attention: Mr. Harold J. Warren.) 

DeaR Mr. CHAIRMAN: Enclosed is a statement of GSA operations under the 
Defense Production Act of 1950, as amended, for the past year, as requested 
in your letter of August 8. 

It is understood that this statement will be included in the Seventh Annual 
Report of the Joint Committee on Defense Production. 

Sincerely yours, 
FRANKLIN G, FLOETE, Administrator. 

Enclosure. 


OPERATIONS OF THE GENERAL SERVICES ADMINISTRATION UNDER THE DEFENSE 
PRODUCTION Act OF 1950, AS AMENDED, DURING THE YEAR ENDING JUNE 30, 
1Y57 


AUTIIORITY AND RESPONSIBILITIES 


The major responsibilities of the General Services Administration under the 
Defense Production Act of 1950, as amended, and Executive Order 10480, as 
amended, remained the same during the past year. The following are the re- 
sponsibilities of this agency: 

1. Purchasing and making commitments to purchase metals, minerals, and 
other materials for Government use or resale, and performing or providing 
for inspection, refining, processing, transportation, and storage operations in- 
cident thereto. 

Z. Guaranteeing private loans to contractors, subcontractors, and others 
when necessary to expedite production and deliveries or services under Gov- 
ernment contracts fur the procurement of materials or the perfOrmance of 
services for the national defense. 

3. Certifying to the Secretary of the Treasury or the Export-Import Bank 
of Washington the essentiality of making direct Government loans to aid in 
carrying Out defense contracts, to the extent that such loans are a part of and 
in accordance with the terms of programs certified to GSA by the Director of 
the Office of Defense Mobilization (Defense Mobilization Order No. 1-7). 

4. Installing additional equipment, facilities, processes, or improvements to 
plants, factories, and Other industrial facilities owned by the United States 
Government, and installing Government-owned equipment in privately owned 
plants, factories, and other industrial facilities. 

5. Encouraging the development and mining of strategic and critical metals 
and minerals in carrying out any program certified to GSA by the Director of 
the Office of Defense Mobilization (Interior Defense Delegation 1). 

The Office of Defense Mobilization certifies to GSA specific expansion and 
research programs for minerals, metals, and other materials. GSA administers 
the programs in accordance with the policies established by ODM. In perform- 
ing its functions, GSA utilizes the services of other Government agencies wher- 
ever feasible for research and other purposes. 


98432—58——-16 
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ACTIVITIES UNDER THE DEFENSE PRODUCTION ACT, AS AMENDED 





Operations of GSA under section 303 of the Defense Production Act of 1950, as 
amended, resulted in a net loss of $26 million from all activities during fiscal 
year 1957, compared with a $36.2 million loss the previous year. 


GSA statement of income and expenses, under the Defense Production Act of 
1950, as amended, July 1, 1956, through June 30, 1957 








































Combined Rubber Minerals and Machine 
metals tools 

Sales % fais $101, 968, 165 $101, 968, 165 - : 

Cost of sales_.- a0 ? zs 104, 095, 538 104, 095, 538 ‘ 

(Loss) on sales. ..-.-- ant " 2, 127, 373 (2, 127, 373) 

Other income: 
Interest_ cr 3, 052, 389 $655 2, 933, 667 $118, 067 | 
Rentals_.- : 53 2, 557, 668 | 350, 000 2, 207, 668 
Other. oa = ok 2 509, 040 wa 494, O83 14, 957 i 

Gross operating profit or (loss 3, 991, 724 655 1, 650, 377 2, 340, 692 | 

Total expenses, by program.................... 5, 692, 385 1, 621 3, 995, 190 1, 695, 574 

— = | 
Net gain or (loss), by program......-.... (1, 700, 661) (966) (2. 344, 813) 645, 118 
Other undistributed expenses. .._......----.- ‘ 24, 298, 294 | 
| 

Net (loss). .-......- SS Se ee (25, 998, 955) wid 


Minerals and metals costing $216.6 million were purchased under expansion 
contracts in fiscal year 1957. The total cost of purchases of minerals and metals 
since the inception of the expansion programs totaled $1,665.7 million. During 
the year the largest purchases were of titanium, nickel, aluminum, and manga- 
nese. 

Sales of minerals and metals for the period totaled $102.0 million, for a total 
of $910.8 million of sales since the inception of the program. Included in the 
sales of the current period were $50.2 million worth of commodities sold to in- 
dustry and $51.8 million worth transferred to the national stockpile. 


Summary of purchases and sales under the Defense Production Act of 1950, as 
amended, July 1, 1956, through June 80, 1957 


Sales from inventory 





Total . 
Commodity purchases 
Total To national | To industry 
stockpile 
Aluminum ‘ $41, 816, 119 $986, 200 $986, 200 
Bauxite . 4, 549, 138 3. 957, 089 $3, 957, 08 
Beryl ore es 289, 017 70, 326 70, 326 
Chrome. 4,141, 734 ; 
Cobalt 4,473, 125 1, 345, 842 1, 345, 842 
Colum bium-tantalum_. 4, 365, 637 25, 313 25, 313 
Copper-_-- 13, 399, 232 16, 767, 066 16, 767, 066 
Cryolite___- 934, 565 
Fluorspar- 2, 817, 961 9, 846, 900 9, 846, 900 
Lead 1, 122, 207 
Manganese 34, 121, 902 12, 122, 738 
Mica 4,375, 512 1, 358, 501 44, 039 
Nickel. _ - 42, 994, 460 3, 752, 981 48, 759, 254 
Titanium 51, 284, 421 394, 128 
Tungsten __. 4, 975, 965 Aa 
Zine 940, 926 2, 537, 797 2, 537, 797 
Total 216, 601, 921 101, 968, 165 51, 759, 231 50, 208, 93 


After transfers and sales, materials in the DPA inventory amounted to $678.8 
million as of June 30, 1957, compared with $567.1 million on June 30, 1956. In- 
ventories are carried at cost, plus duty, transportation to the first storage point, 
and beneficiation cost. The market value of the current inventory amounted to 
$285.5 million. 

The greater portion of the inventory increase during the year was in 8 com- 
modities: Titanium, $50.7 million; aluminum, $40.9 million; and manganese 
(metallurgical), $20.6 million. 
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Inventory under the Defense Production Act (commodities in storage and 
transit) as of June 30, 1957 


























Meeting | Not meet- Total inventory 
Commodity Unit of measure} stockpile | ing stock- | In tran- ne: 
specifica- | pile speci- sit | 
tions | fications | Quantity Amount 
Thousands 
of dollars 

Aluminum.._-. Short ton... 75, 074 4, 043 1, 347 80, 464 40, 951.1 
Asbestos, chrysotile __- seis a 1, 499 | ee foseuks i 2, 349 2, 102.6 
Bauxite os _ Long dry ton_- 90, 094 |_....... id dade 90, 024 1, 253. 8 
Beryl] ore. ...- ad aaa Short dry ton. 433 | 424 1 | 858 412.7 
Bismuth__--_- tees Pound... 2 22, 901 | So b eiccwes | 22, 901 52.4 
Chrome....- <4 si Long dry ton__|___- a 460, 931 9 | 460, 940 18, 860.4 
Cobalt... ‘ ..| Pound... — * 1, 444 1, 444 3.4 
Cobalt-nickel alloy_--- ee | 1,314, 197 1, 314, 197 3, 049. 7 
Columbium-tantalum -. ..-_| do.. | 11,576,159 | 2, 735, 338 490 | 14, 311, 987 54, 518.3 
Malayan tin slag___- Long ton_. 18, 700 eh bee 18, 700 1, 507.8 
Copper Short ton_._. 405 | 5, 967 i 6, 372 3, 575.2 
Cryolite_.. Short dry ton. 38, 968 | _- 38, 968 10, 760. 5 
Fluorspar, acid--- el Wy GO docyegns 8, 947 19, 350 1, 359. 2 
Graphite... : ; Wests 533 | 533 177.5 
Lead _| Short ton_- 2, Sn lakasedenné 145 | 2, 976 1,122.2 
Manganese, metallurgical.__| Long-ton unit_| 16, 188,812 | 24, 965, 409 624,190 | 41,778, 411 74, 313.6 
Manganese, electrolytic..._..}| Long ton_. 4, 704 . ; 4, 704 | .2 
Mercury-.- ty 5 = 5 ve 
Mica. ... 6 | Pound..-- 46,661 | 1,554,724 | 906 | 1,602, 291 5 

Nickel ; BD caiten | 10, 830, 746 |_. 5,710 | 10, 836, 456 : 
Palladium - - Troy ounce_ ._| 7, BGhie 255 = | 7, 884 177.3 
Ties. Long ton... | ‘ ‘ | OO festivus... | 537 1, 040.4 
Titanium Short ton_. 14, 996 * 119, 842. 5 
Tungsten_ Pound of W__.| 50, 693, 664 | 28,803,549 | 179, 337 323, 737. 2 
Zinc.. Short ton... -- 3, 375 a 1, 158.1 
Total in storage and ae ewes 2 ven nce Sapien 678, 760. 7 





in transit. 


SUMMARY OF EXPANSION PROGRAM STATUS 


GSA received no new program certifications from the Office of Defense 
Mobilization during the year ending June 1957. However, a number of changes 
were made in the programs that GSA administers as well as in the amounts 
of money certified for use in the programs. 

The revisions in programs included (1) extension of foreign mica purchases 
for 5 years from June 30, 1957, to June 30, 1962; (2) continuation of the 
synthetic mica research and development program; (3) extension to Decem- 
ber 31, 1958, for purchases under the mercury program; and (4) increase in 
financial requirements to cover custodial, Treasury interests, and administrative 
expense. 

Near the end of the year, the Borrowing Authority Review Board of ODM 
completed its review of GSA programs for revision of program certifications. 
As a result, gross transactions authorized for Defense Production Act pro- 
grams were reduced. The action reflected revision in financial requirements 
for previously executed contracts due primarily to changed market conditions 
for the various materials and revised estimates of requirements for new 
contracting under previously certified programs. 

The total borrowing authority authorized to GSA as of June 30, 1957, totaled 
$1,265.6 million, compared with $1,456.8 million on the same date in 1956. The 
gross transactions totaled $7,771.2 million at the end of June 1957, compared 
With $8,383.0 million in 1956. (Program certifications are listed on p. 6.) 
Availability of borrowing authority funds for defense needs 

The basic ground rules for the operation and control of Defense Production 
Act borrowing authority are explained in testimony of the Administrator of 
General Services as published in progress report No. 38 (pp. 6-7) of your 
committee. The status of the borrowing authority at the end of December 
1956 is set forth on page 6 of that report. The following paragraphs set forth 
the status as of June 30, 1957. 

Status of borrowing authority 


Of the $2,100,000,000 in total borrowing authority under the act, $1,927,425,000 
had been allocated by ODM as of June 30, 1957. Of the total amount allocated, 
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$1,520,000,000 or approximately 79 percent, has been allocated to GSA. Of 
the total amount allocated to GSA, $1,265,633,000 had been certified and $1,255,- 
633,000 had been apportioned. Of the total amount apportioned, a total of 
$1,143,700,000 had been borrowed. After deducting repayments to the Treasury, 
GSA had outstanding $1,018,700,000 in notes payable to the Treasury Depart- 
ment. These figures do not reflect the gross amount of the transactions by 
GSA as to which transactions totaling $7,771,206,000 have been certified by 
ODM and of which the GSA has contracted for over 95 percent. 

A statement of the borrowing authority by agency program indicates that 
as of June 30, 1957, the uncertified balance was $298,150,000 and the unallo- 
cated reserve was $172,575,000 or a total of $470,725,000 was available for 
(a) new program certifications or (b) allocations for working capital which 
may be needed to finance deliveries of materials to the Government under 
existing contracts. It is expected that this $470.7 million will be sufficient to 
meet financial requirements during fiscal year 1958, including working capital 
that may be needed for possible deliveries to the Government of aluminum, 
copper, and other materials under existing contracts. 


Programs certified to GSA by the Office of Defense Mobilization under the 
Defense Production Act of 1950, as amended, as of June 30, 1957 


{In thousands of dollars] 





Gross Estimated Gross Estimated 

trans- ultimate trans- ultimate 

Material or program actions net cost to Material or program actions net cost to 
certified | the Govern- certified (the Govern- 

ment ment 
Aluminum _._. ; | 1, 555, 079 17, 734 Mercury... ..- | 54. 120 0 
Ashestos, chrysotile 2. 147 752 Mica 121, 781 | 38, 045 
Bauxite._____ x 25. 540 0 Mineral development 382 | 319 
Beryllinm ___- ; | 2, 871 1, 092 Molybdenum 154, 192 4, 256 
Bismuth 7 1,013 0 Nickel... 837, 024 125, 556 
Chrome, metallurgical 40, 751 21, 648 Nonferrous scrap... 533 107 
Cobalt x 132.040 | 6, 593 Rubber 4 | 882, 704 1 (7, 149) 
Columbium-tantalum _. 99, 414 | 52, 849 Rutile __ 11 11 
Copp°r | 675, 991 | 1 (855) Selenium. -.- 288 288 
Crvolite._ mi 5. 541 Ci th re... 2 179. 471 | 3. 852 
Dolomite Y 20. 000 0 Titanium L 218, 096 | 107, 664 
Fluorsnar, acid grade 15, 839 3, 908 Tungsten _._- 370. 056 | 158. 738 
Graphite. _. as 899 899 | ees 28, 948 7,112 
Leal __. 20, 817 1, 830 ———_—— —— 

M-dav machine tool pool 256. 000 3 000 Subtotal._-. 7, 656, 123 | 748. 176 
Machine tools (leas*)_ 32. 304 5, 400 Custodial é 8, 280 8, 280 
Machine tools (pool) _| 1, 253, 440 8, 500 U.S. Treasury interest 88 078 88. 078 
Machine tools (elephant 7, 500 3. 000 Administrative expenses 18, 725 18, 725 

Marine turbine and gear 50. 000 50. 000 —|—— - 
Magnesium - - 129, 480 18, 390 Grand total 7, 771, 206 | 863, 259 
Manganese: Working capital certified _|__ 402, 374 

Metall rgical_.....-- 2 457, 163 2 112, 831 Total borrowing author- 
Electrolvtic os 10. 080 0 | ity certified : 1, 265, 633 
Synthetic dioxide... ._- 4, 608 0 


1 Fignres in parentheses are estimated profits. 
2 Reduced bv $3 million (both gross transactions, and estimated ultimate net cost to the Government) 
as of Aug. 28, 1957. No other changes through Aug. 31, 1957, 


ACCELERATED TAX AMORTIZATION 


During the year 7 certificates of necessity for metals and minerals expansion 
programs assigned to GSA were issued by ODM for $89.7 million of accelerated 
tax amortization on facilities with a total estimated cost of $112.1 million. 


Tax amortization certificates recommended by GSA and approved by ODM 
July 1, 1956, through June 30, 1957 








, | Amount 
Number of | Total esti- subject to 
Material certificates | mated cost | accelerated 
issued | of facilities tax amorti- 
| zation 
DRE 5. ok. tine een epeeweninenacerscee eceresae-| 1 $788, 800 $631, 040 
Nickel link khnardadhiebhnenbaiintinagmaéomnats o 2 95, 000, 000 76, 000, 000 
Uranium... .-- wa 22+ - 2202 ---2---2------------------ paw intial 4 16, 284,435 | 13, 027, 548 
Total. ...-.--------------------------------- a 7 | 112,073, 235 89, 658, 588 


| 
—_—_$_$<$_$$————————————————————————————————————————————————————————————————— 
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At the end of June 1957 there were 15 applications for certificates pending 
with GSA: These included 9 for uranium, 4 for aluminum, and 2 for iron ore. 
In July 1957 3 uranium applications recommended by GSA were approved by 
ODM. 
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LOANS AND ADVANCES 
Advances 

Additional advances during the year to contractors carrying out the minerals 
programs totaled $12.1 million, which on a cumulative basis brought the dis- 
bursement of advances to $196.1 million for minerals and machine tools pro- 


grams. Contractor repayment of advances during the period amounted to $28.4 
million. Advances outstanding at the end of June 1957 were $56.9 million, 


practically all of which were for minerals projects. Almost all advances for 
machine tool programs have been repaid, leaving an outstanding balance of 
$96,389. 


Status of GSA advances to contractors under the Defense Production Act of 
1950, as amended, cumulative ym June 80, 1957 
































Program Advances | Repayments| Writeoffs Balance 
outstanding 
- ee es “ = ‘ anneal = ——|- 
Minerals and metals program: | 
I i ral ian aaa $15, 735, 000 $15, 735, 000 
BI onc caagancnnn 34, 164 34, 164 
Chrome 3, 445, 286 3, 422, 790 
Columbium-tantalum.___ 155, 471 155, 471 3 
Copper-..-._- iced 533, 665 IIT sc. ns aise adel eae 
4 pats op bong Santas Stiadailiace 1, 279, 501 1370, 601 .j....-- ncnenibiiidieed 
Manganese. 9, 117, 089 4, 016, 796 $79, 330 5, 020, 963 
Nickel 56, 988, 189 Wey es WO aoc ck ae sonas 19, 986, 698 
Research and deve lopme NG. csi dendtowmen 45, 000 MORO tics diet tadubeak 
Tin. ankuashanceacaeciecaee toil 2, 841, 258 Te Minxn eine 2, 709, 374 
Titanium produce rs. 51, 717, 985 PCE fa scene 28, 775, 735 
SR. os didcn ail 88, 109 GR BO). aos a eae 
pli heoccadiatbtnaaianiuens 370, 000 [= ; 45, 000 325, 000 
Total, minerals and metals... ..| 142, 350, 717 85, 386, 121 124, 330 56, 840, 266 
Machine tool program: Machine tool pool 
TIE ecstitccciciciinnitnsdbamiidsicnmaain 53, 781, 701 53, 615, 615 69, 697 96, 389 
EG) GRP ONa aa. ascii none decadvnnice ~ 196, 132, 418 hr 139, 001, 736 | 194, 027 56, 936, 655 


Government loans 


No new loans for materials expansion projects were made by either the 

)xport-Import Bank of Washington or the Defense Lending Division, Depart- 
ment of the Treasury (formerly Reconstruction Finance Corporation) during 
the year on the basis of certificates of essentiality from GSA. Section 302 of 
the Defense Production Act of 1950, as amended, is the authority for the loans 
authorized in prior periods, 

After giving effect to changes in amounts of loans and cancellations previously 
recommended by GSA-DMPA, the Export-Import Bank had approved 5 foreign 
loans aggregating $43.8 million since the start of the program, and the Defense 
Lending Division had approved 138 domestic loans amounting to $95 million, 
or a total of $138.8 million for both agencies. All loans were for minerals 
projects. Disbursements of loans, collections, and all other servicing aspects 
of these loans are handled by the Defense Lending Division of the United States 
Treasury, or by the Export-Import Bank of Washington. 


Guaranteed loans 


Under authority of section 301 of the Defense Production Act of 1950, as 
amended, GSA guarantees loans for contractors under minerals and machine 
tool programs. pong the year no new guaranteed private bank loan was 
authorized by GS However, disbursements were made under the financing 
arrangements that a been concluded in fiscal year 1956 for construction of the 
aluminum reduction facilities at The Dalles, Oreg., wherein loans would provide 
up to $44 million to meet the cost of the facilities. Other activity during the 
year included payment by a contractor of a loan balance of $253,992. 

Five GSA loan guaranties were outstanding at the end of June 1957, under 
which borrowers could obtain up to $51.1 million. Loans outstanding totaled 
$21.9 million, The guaranty liability of GSA on the outstanding loans was $20.8 
million. 
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Loans guaranteed by GSA under sec. 301 of the Defense Production Act of 1950, 
as amended, cumulative through June 80, 1957 





Number | Maximum Amount of Juaranty on 
Commodity of loans | amount au- loans out- amount out- Remarks 
thorized standing standing 

| en cuees 2 | $120, 750, 000 $14, 981, 800 $14, 232,710 | (1). 
en Ss hi rk es od | 1 B90 608 tos. au pS eked Ate Closed loan. 
SO bn cutneo-auesesheeewe 1 | BNO Lon sackicccnn shh manger peend Do 
Magnesium. .--_-- sa eocag nei 2 | i ae | Closed loans. 
Manganese_____-- it wee 2 4,750,000 |___- WAM ee te ee 8 Do. 
Columbium-tantalum.--.-.-...- | 1 | 2, 850, 000 | 2, 610, 000 2, 349,000 | 1 loan open, fully 


| disbursed, loan 


| current. 





INN. Slow cock ucceauce 1 a RE 1 ae arr Closed loan, 
Pallets (for storage of que- | 1 DO hsbc occas cdlbdebccnawunke Do. 
bracho-tanning extract). 

Hospital equipment. -__-_......-} 1 a aS Do. 

i | 14 31, 212, 000 | 4, 267, 705 4,194, 580 | 3 loans, fully dis- 
| | | bursed, loans cur- 
| rent. 

a ee 26 165, 357, 400 | 21, 859, 505 | 20, 776, 290 


11 loan open; of $44,000,000 authorized for this loan, $14,981,800 has been disbursed leaving a balance 
available for disbursement of $29,018,200. 


NotTEe.—Net income from fees since inception to June 30, 1957, amounted to $3,941,347, 
PROGRAM EFFECTIVENESS 


The expansion programs for minerals and metals certified to GSA by the Office 
of Defense Mobilization required the execution of both research and purchase 
contracts during the year, summarized in this section. Progress made in the 
production of minerals under previously executed contracts is noted for a num- 
ber of commodities, and production data relating to the domestic purchase or 
depot programs are reported. The domestic purchase programs are reviewed in 
relation to assistance for small businesses. 


Mineral research and development 

Eight contracts executed during the year related to research on synthetic 
mica, titanium, and manganese. Other research areas having considerable 
activity during the period included natural mica, manmade diamonds, selenium, 
and nickel. 

Manganese.—Two contracts were executed and three reports of completed 
contracts were reviewed and evaluated during the year. A contract executed 
with Vitro Corporation of America provided for pilot-plant testing of the Hi-Arc 
process for production of manganese in usable form from domestic ores, pri- 
marily the rhodonite ores of Colorado. A contract executed with George Gris- 
wold, Jr., provided bench-scale testing for the development of a satisfactory 
means of beneficiating the Butte-Philipsburg (Mont.) stockpile of manganese ore. 

Final reports of results accomplished under research contracts with George 
Griswold, Jr., and with Ores Beneficiation, Inc., were evaluated. In neither case 
were the results conclusive in pointing the way to an economically sound process 
for producing a usable manganese concentrate. The final report of Battelle 
Memorial Institute was received, and it indicated the desirability of proceeding 
further with work under the Nossen process. A GSA recommendation to pro- 
ceed with the research was made to ODM. 

Synthetic mica.—Five contracts for research were executed, to develop a 
satisfactorily bonded synthetic mica sheet suitable for use in electronic tubes 
and capacitors. The contracts are part of a long-range program approved by 
ODM covering a 5-year period. 

The contract executed with the United States Bureau of Mines provided for 
research extending into 1961 to improve the flexibility and orientation of syn- 
thetic mica crystals. A short-term contract with Frankford Arsenal of the De- 
partment of the Army covered research on one phase of the problem relating 
to reconstitution of synthetic mica. A contract with Synthetic Mica Corp. pro- 
vided for a 2-year period of research on the development of a satisfactorily 
bonded synthetic mica sheet. Other contracts for research were with Battelle 
Memorial Institute, for a period of 1 year, and with Arthur D. Little, Inc., for 
3 years. 


NATIONAL DEFENSE PRODUCTION 241 


At the end of the year GSA was negotiating for contracts with General Blec- 
tric Co., Sylvania Electric Products, Inc., and Minnesota Mining & Manufactur- 
ing Co. and for a new, more comprehensive contract with Frankford Arsenal. 

Titanium.—A contract was executed with the National Bureau of Standards 
providing for development of standard samples of titanium sponge, metal, and 
alloys, over a 2-year period. Also, an existing contract with the National Re- 
search Corp. was extended to July 31, 1957, to permit completion of work on 
ideas developed during the pilot-plant work on a sodium-reduction process for 
titanium metal production. 

At the close of the year two additional contracts were being planned for 
negotiation, both being proposals for pilot plants. The first was a 3-year con- 
tract to be negotiated with the Bureau of Mines to design, construct, and oper- 
ate a 10,000-ampere cell for the electrorefining of titanium metal designed to 
produce low-hardness material of high purity. The second was a 3-year con- 
tract to be negotiated with National Research Corp. for the design, construc- 
tion, and operation of an explosionproof, skull-type furnace for the melting and 
alloying of titanium, and for titanium scrap recovery. 

Selenium.—The contract with United States Bureau of Mines, effective June 
1954, was extended during the year, to terminate at the end of June 1957. The 
contract was for delineation and process development for extracting selenium 
from low-grade domestic ores. The final report was being awaited for evalua- 
tion. 

In a contract with Battelle Memorial Institute, executed December 1954, GSA 
terminated the arrangement halfway through the 5-year program of operation 
because of the inconclusive results obtained and because of the favorably changed 
selenium supply situation. 

Natural mica.—Work under the research contract with the National Bureau 
of Standards was successfully completed in developing a machine for measuring 
the waviness of natural mica. Four proposals to design and manufacture a 
production machine have been reviewed and sent to the National Academy of 
Sciences for analysis and recommendation. 

Manmade diamonds.—At the request of GSA, the Materials Advisory Board 
of the National Research Council appointed a panel to appraise the desirability 
of conducting a research program on the fundamental properties of manmade 
diamonds, which have been developed by private industry, as compared with 
the properties of natural diamonds. 

GSA utilizes the services available through contract with the National 
Academy of Sciences and with the United States Bureau of Mines. In the 
former, the Academy conducts studies, surveys, and analyses of problems 0oc- 
curring in the treatment and metallurgy of metals and minerals. Special empha- 
sis is given to technical review of research projects proposed to GSA by in- 
dustry. This service assists GSA in determining the extent to which research 
and pilot-plant operations require Government assistance. In the contract 
with the Bureau of Mines, periodic field inspections of contract facilities are 
conducted at GSA’s request. 


Purchase contracts 


Four contracts for the procurement of minerals and metals were entered 
into, or the contracts amended in important respects, for cobalt, nickel, copper, 
and manganese concentrates. The contracts are summarized below. 

National Lead Co.—This contract, in effect, terminated and replaced a prior 
eontract for production of cobalt, nickel, and copper. It provides for the con- 
tractor to occupy the refinery obtained by the Government in settlement of the 
prior contract, and to produce over a 6-year period cobalt, nickel, and copper. 
Up to 7,320,000 pounds of cobalt, 7,200,000 pounds of copper, and 9,240,000 pounds 
of nickel may be put to the Government under certain conditions if the con- 
tractor so elects. 

Manganese Chemicals Corp.—The contract with this firm for production of 
metallurgical grade manganese concentrates was amended to cover the produc- 
tion and sale to the Government of chemically produced synthetic battery grade 
manganese dioxide. Deliveries of 7,200 tons of material are to be made over a 
period of 3 years. This amendment, in effect, will cancel the prior contract 
except for the obligation of the contractor to repay the amount advanced by the 
Government. 

Calera Mining Co.—The contract executed with this firm in 1951 for pro- 
duction of cobalt was amended to take into account the contractor’s delay in 
getting into production. In addition to the change in delivery schedule, an 
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adjustment was made in purchase price to be paid by the Government for the 
material. 

Cuban American Nickel Co., a wholly owned subsidiary of Freeport Sulphur 
Co.—This contract, dated March 8, 1957, provides for the construction by the con- 
tractor of a refinery and related facilities in the United States, and other 
facilities in Cuba, designed to produce annually 50 million pounds of nickel metal 
and approximately 4,400,000 pounds of cobalt metal from ores obtained from 
the Moa Bay area of Cuba. The contractor is given a right until June 30, 1965, 
to tender to the Government nickel and cobalt metal meeting national stockpile 
specifications, limited, however, to the first 271 million pounds of nickel produced 
at the new facilities and to 23,835,000 pounds of cobalt produced during the 
production of that nickel, and subject to a prior termination upon the achieve- 
ment of a “cash return” as provided in the contract. Prices for metal tendered 
are $0.74 per pound for nickel metal and $2 per pound for cobalt metal. Up to 
30 percent of the nickel estimated to be produced at the new facilities during 
each calendar 6-month period is subject to call by the Government, at market price 
but not less than $0.74 per pound. 


Materials progress 


There were a number of developments reflecting progress in the programs for 
production of minerals and metals under Government contract. 

Columbium-tantalum.—Rare earth and thorium residues from the produc- 
tion of columbium-tantalum concentrates under the contract with Porter Bros. 
Corp.-Mallinckrodt Corp. were made available for sale. Analyses were made 
of samples and this information, together with a statement of inventory and esti- 
mated future production, was circularized to prospective purchasers. It is 
anticipated that the total production of residues will be sold profitably. 

Copper.—Deliveries were made to the Government of copper previously diverted 
to industry under several DPA contracts. 

The Phelps-Dodge Corp. contract for production of copper terminated by opera- 
tion of the “cash return” clause. The Government purchase commitment under 
the contract executed September 1951 was $49.5 million over a 4-year period, 
or the earlier reaching of a “cash return.” 

Deliveries under the purchase contract with Appalachian Sulphides, Ince., 
were completed and the contract terminated. This contract executed effective 
March 1954 involved a Government purchase commitment of nearly $1.3 million. 

Under a 1953 copper contract with the Rhodesia Congo Border Power Corp., 
principal and interest on a $22.4 million loan from the Export-Import Bank of 
Washington are being liquidated through GSA purchase of materials in the ratio 
of 75 percent copper and 25 percent cobalt. During the last quarter of the year, 
530,000 pounds of cobalt and 5,263,975 pounds of copper were purchased, and 
approximately $2.8 million received by the contractor for these purchases was 
credited against the principal and interest due under the loan. 

The domestic market price of copper dropped in the latter part of the year to 
a point slightly above the floor prices in Government contracts with Calumet & 
Hecla, Ine., White Pine Copper Co., and San Manual Copper Corp. It is prob- 
able that for the first time since these contracts were executed 5 years ago the 
contractors may tender copper to the Government. 

Fluorspar.—The contract with St. Lawrence Fluorspar Co., effective June 
1952, was terminated by its terms. This contract covered the production of a 
preliminary concentrate in Newfoundland and its refinement to a specification 
grade fluorspar at Wilmington, Del. The Government purchase commitment 
was for $9.7 million. 

Manganese.—The contract executed in 1952 for production of electrolytic 
manganese with Electro-Manganese Corp. was terminated at the end of Decem- 
ber 1956. Repayment was made by Foote Mineral Co., the successors in in- 
terest, of the amount advanced by the Government. 

Molybdenum.—Deferral of deliveries of molybdenum to the Government under 
the contract with Climax Molybdenum Co. was authorized by the Office of 
Defense Mobilization. No further authorization was received from ODM for 
deferrals after June 1957. 

A request was received from Molybdenite Corp. of Canada, Ltd., to consider 
its contract as terminated because of recovery of the agreed portion of its 
investment in plant. This condition was being verified, and it is probable that 
the final closing date will be determined as being in the quarter ending June 
1957. 
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Nickel.—Substantial quantities of nickel were diverted during the fiscal year 
to industry, as directed by ODM. The diversions totaled 32,300,000 pounds of 
nickel and 18,458,000 pounds of nickel contained in ferronickel, including ma- 
terials under contract and in DPA inventory. 

All production during the year from the Nicaro nickel plant in Cuba was 
diverted to industry under authority of ODM. 

Titanium.—The largest facility for titanium production under Government 
contract, Union Carbide & Carbon Corp., was brought into production in Decem- 
ber 1956. The capacity to produce 7,500 tons per annum of metallic titanium 
was demonstrated. Early in calendar year 1957 a 1-year notice of termination 
of the Government’s obligation to purchase metallic titanium, as permitted un- 
der the contract, was served on this contractor. This action was taken after 
approval by ODM to curtail the expenditure of Government funds for titanium 
metal not considered necessary for Government inventory. As a result of the 
notice, production after February 4, 1958, cannot be “put” to the Government. 
In lieu thereof, the Government is obligated to pay to the contractor over a 
4-year period the unamortized part of 92% percent of the plant cost that has 
not been amortized by production and sale to industry. 

A contract with the Dow Chemical Co., except for the obligation of the con- 
tractor to maintain 1,800 annual tons of capacity for 5 years, has been termi- 
nated by its terms, through tender to the Governmen by March 1, 1957, of 
1,958,000 pounds of titanium sponge produced to December 31, 1956. The 
1,800-ton capacity as provided in the contract was achieved by the contractor. 

Foreclosure actions.—Foreclosure by the Government of its mortgage liens on 
the Westmoreland Manganese Corp. project in Arkansas resulted in the sale dur- 
ing 1956 of the Westmoreland properties, with the proceeds therefrom decreed 
to be distributed in accordance with the priority of the creditors’ liens as deter- 
mined by the trial court. The corporation appealed from the judgment fore- 
closing the mortgage, and the Government entered a cross-appeal from the trial 
court’s ruling that the lien of certain creditors was prior to the mortgage liens 
of the Government. On June 26, 1957, the United States Court of Appeals for 
the Eighth Circuit affirmed the judgment of foreclosure and reversed the deci- 
sion of the trial court on the issue of priority of liens, holding the liens of the 
Government to be prior to that of the other creditors. A petition for a new 
hearing in the matter is pending. 

Suit to foreclose mortgages held on the assets of the United States Tin Corp. 
(contract GS-OOP-(D)-520) was pending in the United States District Court 
for the District of Alaska, second division. Hearings in the matter were sched- 
uled for August 1958. 

Foreclosure procedures have been filed by the United States attorney at Kansas 
City, Mo., to recover on the indebtedness owing the Government by the Mid- 
Continent Mining Corp. (contract DMP-15). Advances totaling $325,000 were 
made to this company to assist in the production of zine concentrates. The con- 
tractor defaulted in the performance of the contract. 


Small business 


Small business has been encouraged to contribute to the greatest extent prac- 
ticable in achieving the objectives of the Defense Production Act. Purchase pro- 
grams were established especially to stimulate expansion of domestic production 
by small producers. These programs now cover beryl, manganese, mercury, and 
mica. Purchase programs have already been completed for asbestos, columbium- 
tantalum, and tungsten, as the original objectives have been reached. 

Under these programs, the Government agrees to buy over a definite period of 
time at fixed prices, generally above the market price, the production offered 
which meets specifications established. Participants in the programs are not 
obligated to make deliveries and formal contracts are not required. For certain 
commodities, such as mica, depots are established in producing areas where pur- 
chases are made and payment is made following acceptance of each delivery. The 
majority of the applicants are small producers who, in many cases, would not be 
in production except for the encouragement offered by the Government. 

During the year ending June 30, 1957, several significant amendments were 
issued under the various regulations. The beryl program was amended to extend 
the termination date to June 30, 1962, and to increase the quantity limitation 
from 1,500 to 4,500 short dry tons. The domestic small producers’ manganese 
regulation (carlot) was amended in July 1956 to provide a termination date of 
January 1, 1961, and a program limitation of 28 million long-ton units. At 
present acquisition rates, this quantity limitation will probably be reached by 
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mid-1959. This regulation was also amended in October 1956 to clarify and to 
redefine the restrictions as to participation in the program by producers of ores. 
The domestic manganese regulation (Butte-Philipsburg low-grade manganese) 
was amended in May 1957 to clarify and define the acceptability of mixtures of 
ores. ODM authorized an extension of the mercury program through December 
31, 1958, with the quantity limitation for calendar year 1958 to be 50,000 flasks, 
30,000 to be of United States origin and 20,000 to be of Mexican origin. This 
program continued to be inactive, as in previous years, since the price established 
by the regulation remained lower than market price. The mica program was 
amended in July 1956 to provide a termination date of June 30, 1962. 

The chrome-purchase program, which is under the Stockpiling Act, was 
amended in August 1956 to permit sales on a carlot basis. This expands the 
chrome program, which had previously been a depot program, with acquisitions 
being made at the Government purchase depot at Grants Pass, Oreg. 


Purchases under domestic purchase regulations (Public Law 206, 83d Cong.), 
as of June 30, 1957 
: au 
Cumulative purchases ! 
through 


Termination 


Program date Program limitation and units 14 
June 30, 1956 | June 30, 1957 
| 
Asbestos 2. Oct. 1,1957 | 1,500 short tons, crude No, 1 1, 499 1, 499 
| and/or crude No. 2 
1,500 short tons, crude No. 3 850 S50 
Beryl June 30,1962 | 4,500 short dry tons beryl ore 957 1, 467 
Chrome June 30, 1959 | 200,000 long dry tons, chrome 112, 623 150, 715 
| ore and/or chrome concen- 
trates 
Columbium-tantalum 2 Dec. 31,1958 | 15,000,000 pounds contained 15, 600, 461 15, 580, 392 
combined pentoxide. 
Manganese: 
Butte-Philipsburg, | June 30,1958 | 6,000,000 long-ton units, re- 2, 514, 053 4, 106, 196 
Mont. coverable manganese 
Deming, N. Mex.?._- do-...- Rs occi 6, 205, 580 6, 215, 258 
Wenden, Ariz.” do do 6, 108, 316 6, 108, 316 
Domestic small producers.| Jan. 1, 1961 | 28,000,000 long-ton units, con- 7, 568, 955 13, 719, 226 
tained manganese. 
Moercury......-. ...---| Dee. 31, 19574) 125,000 flasks, prime virgin 5 5 
mercury 
Mica-. June 30,1962 | 25,000 short tons, handcobbed 8, 670 11, 508 
mica or equivalent. 
Tungsten 2 July 1, 1958 | 3,000,000 short-ton units, tung- 2, 992, 634 2, 996, 280 


sten trioxide. 


1 Quantities represent deliveries. 
2? Program completed through purchases. 
3 ODM has authorized extension of the mercury program through Dec. 31, 1958. 


Note.—Chrome purchases are made under Public Law 520, 79th Cong. Columbium-tantalum regu- 
lation provides for both domestic and foreign purchases; report includes both. Excluded from this state- 
ment are the operations under Public Law 733, 84th Cong., which provides for purchases of domestic tung- 
sten, asbestos, fluorspar, and columbium-tantalum. 
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STORAGE AND MAINTENANCE OF STRATEGIC AND CRITICAL MATERIALS 


In effecting its storage responsibilities GSA plans and develops, organizes 
and directs, and coordinates the activities involved in the supervision of or 
development and enforcement of standards required in the operation of a na- 
tionwide network of storage facilities for the protective custody and long-term 
maintenance and management of the strategic and critical or related defense 
materials for which it has guardianship responsibility. 

The inventory consists of about 30 million short tons of some 75 materials 
valued at over $7 billion in the national stockpile, Defense Production Act, 
CCC barter program, the supplemental stockpile and other inventories, which 
are stored at 223 commercial and Government warehouses, plant sites, vaults, 
and tanks. These storage sites currently involve over 23 million square feet of 
covered or warehouse space, in excess of 50 million gross square feet of uncov- 
ered outside space, and storage tank farms having more than 2 million barrels 
capacity. The sites are located in 36 of the 48 States and Alaska. 

An integral part of materials management involves maintenance of inven- 
tories in such condiiton and arrangement as to facilitate accountability at any 
time. With this concept in mind GSA Defense Materials Service in discharg- 
ing its management responsibilities initiated action in August of 1956 for 
undertaking a complete physical inventory of defense materials at stockpile 
locations. In view of the fact that no other prior experience existed for 
taking an inventory of such magnitude, with the attendant diversity and com- 
plexity of problems, it was decided to limit activity initially to two pilot op- 
erations. As experience at the pilot plants was developed, action was taken 
progressively to initiate the program for preparing the inventory at GSA depots 
and commercial warehouses. Inventory taking has been completed or is in 
progress at all GSA stockpile storage depots. The scheduled end completion date 
of this segment of defense materials inventory taking is September 30, 1958. 


MACHINE-TOOL PROGRAMS 


Five machine-tool programs continued to be administered by GSA in accord- 
ance with authorizations of the Office of Defense Mobilization. Three of the 
programs originated during the Korean emergency: The pool order program, 
machine-tool lease program, and the elephant machine-tool program. The 
remaining two programs were certified to GSA during fiscal year 1956: the 
M-day machine-tool pool order program—a standby program, and the marine 
turbine and gear rounding out program. 

Funds certified by ODM for these programs through the end of June 1957 
totaled $1,599.2 million in gross transactions and $69.9 million estimated ultimate 
net cost to the Government, as listed in the table on page 6 of this report. 
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Status of machine-tool programs under the Defense Production Act of 1950, as 
of June 30, 1957 


i 
| + . 
| Number | Number 
Program of | of | Value 
leases |machines 


Pool order program: 


1. Total orders placed_____ . pacbinentn| sane seueisl 92, 096 | $1, 253, 440, 385 
2. Deduct cancellations due to expiration of contracts__......_--| 5, 281 | 98, 221, 784 
3. Net orders... 5, abi Bea eae lies | 86,815 | 1, 155, 218, 601 
4. Deliver‘es (at contract price): | | | 
(a) To industry-- pales So .o ee 85, 990 1, 143, 477, 295 
(6) To GSA (acquisition cost, $10,437,691) 1____._- | le Le 825 11, 741, 306 
Total........- nen oat ee he i | 86,815 1, 155, 218, 601 
5. Disposal of tools delivered to GSA: | | 
(a) Sales to industry --- ; ; i 378 4, 871, 111 
(0) Transferred to machine tool lease program (below) - - - 11 210, 191 
(c) Subtotal. ---- ; ia ; Ar 389 | 5, 081, 302 
6. Balance ava lable for sale (in storage) ----- ‘ ati aancee peeasl 436 | 5, 356, 389 
Machine tool lease program: 
1. Total number of leases to industry - -- ; . see 123 | 2, 730 2 31, 401, 057 
2. Deduct: Leases expired or terminated _- shen te 1, 820 22, 764, 080 
3. Leases st ll in effect -- -- ‘ ae 47 910 | 8, 636, 977 
4. Dispos‘tion of machine tools returned from lease: | 
(a) Sales to industry.._.........-..--._- ; ° : 1, 546 | 17, 833, 464 
(b) Placed in sto~age_ | | 257 4, 419, 917 


(c) Transfers to other programs: | | 


(1) Elephant machine tool program .-.____- ; 11 278, 538 
(2) Nat onal industrial reserve...____- = | 5 203, 256 
(3) Cuban Nickel Co-..._--- paeccasentearal ceacee 1 28, 905 
(4) Subtotal__..__- 2 aah ast Plat! lineed eh ta 17 510, 699 
(d) Total dispos‘tion..............---- aes oad 1, 820 | 22, 764, 080 
Elephant machine tool program: | | | 
1. Machines acquired ior leasing: | | 
(a) Transfer from machine tool lease program - - | 11 | 278, 538 
(6) Purchases___... LURE SEE : 309 | 4, 534, 130 
: pase nae ae 
2. Total on lease lel ie eee ne diet a 3 320 | 4, 812, 668 
Net GSA investment in tool programs: | 
1. Machines on lease..._......._---- jini hcow aiid wilted al 50 | 1, 230 | 13, 449, 645 
2. Machines in storage--_-- ; ee . aa 711 | 9, 818, 707 
I ccuttncmdco ch aieeaie - eee . 50 1,941 23, 268, 352 
Income from rentals: | 
1. Current annual rate (July 1-June 30, 1957). ..........------ as ae ah 2, 207, 668 
2. Cumulative through June 30, 1957....................-....-.-]....--. nisin 15, 140, 772 


1Under terms of the pool order contracts, machine tools which the producer could not 
sell were acquired by GSA at a price which excluded the contractor’s profit and selling 
expense. 

2Includes machine tools transferred from pool order program; also, adjustment of 
$324,421 for capitalized costs transferred to program expense. 


Korean pool order program 

At the end of June 1957 there remained an inventory of 436 tools under this 
program, for which the Government paid $5.4 million. All production under 
the program had been completed, and GSA current activities are the care and 
disposition of the inventory. During the year 76 tools costing $1.5 million 
were sold or transferred. The tools remaining in inventory continue to be 
available for sale for the Government by the producer. 


Machine tool lease program 


Under the defense program the Government assisted producers of machine 
tools in the expansion of their facilities to meet the demand for new tools. By 
authority of ODM, the Business and Defense Services Administration of the 
Department of Commerce recommended to GSA the purchase and installation 
of 2,730 (adjusted to reflect combined units) tools through lease agreements. 
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At the end of June 1957 a total of 910 items costing $8.6 million remained on 
lease under the program. 


Elephant machine tool program 


Contracts have been made with the producers of extremely large tools, com- 
monly called elephant tools. The contracts cover a 10-year period during which 
the contractor is required to maintain the facilities in his plant ready for in- 
creased production of necessary tools. Under this program, 3 contracts have 
been executed, covering 320 items costing $4.8 million for acquisition, transporta- 
tion, and installation. 


M-day machine tool pool order program 


This is a standby program that would be activated immediately in the event 
of an emergency. No advances or expenditures will be made until actual 
production is triggered by Government notice to producers to furnish the tools 
covered by contract. There have been 89 contracts tendered to producers for 
15,332 items costing $234.8 million. At the end of June 1957, a total of 65 
eontracts for 12,828 items costing $171.9 million had been accepted. Two con- 
tracts for 92 items with a value of $1.2 million had been rejected as of the 
same date. 


Marine turbine and gear rounding out program 


Requirements have been developed jointly with ODM, BDSA, and producers 
of large turbines and gears for types and sizes that will be necessary to reduce 
the shortage of capacity to produce marine items. A total of $50 million in gross 
transactions has been authorized for this program. 

Of the 10 companies authorized by ODM to participate in the program, 6 have 
been recommended to GSA to receive contracts for the facilities to round out this 
program. All six of the companies have been furnished drafts of a proposed 
contract for their review and comment prior to entering into award negotiations. 
Extensive negotiations have been undertaken with 3 of these companies and 
limited negotiations with 2 others. It is expected that formal contracts between 
two of these companies and GSA will be executed in the near future. 


OPERATION OF GOVERNMENT-OWNED PLANT (NICARO, CUBA) 


The year ending June 30, 1957, was one of substantial progress for the Gov- 
ernment-owned nickel plant at Nicaro, Cuba. The plant is operated under 
contract by GSA from Defense Production Act funds. 

A 75-percent expansion of the plant’s productive capacity, which was about 
four-fifths complete at the beginning of the fiscal year, was completed in March 
1957 at a cost of approximately $36 million. This represented a saving of about 
$7 million from the estimated cost and the amount of funds made available for 
the project. 

The new facilities have been placed in operation and tested, and are being 
raised gradually to full production. Production for the last quarter of the fiscal 
year was 11,173,905 pounds of contained nickel plus cobalt, compared with 
8,460,842 pounds in the preceding quarter. The increase in production should 
continue until the estimated annual capacity rate of 54 million pounds is reached. 

This plant achieved a new high of production, with an output of 35,884,305 
pounds for fiscal year 1957. Of this total, 3,266,220 pounds were attributable to 
the expanded facilities, and 32,618,085 pounds were from the original plant. 
Original plant production for fiscal year 1957 exceeded fiscal year 1956 produc- 
tion by more than 1,200,000 pounds. All sales of nickel during the current year 
were to industries in the United States. 

In fiseal year 1957 over 14 million pounds of high quality nickel metal ingot 
were produced from Nicaro nickel oxide to meet the requirements of industry. 
Also for the first time substantial quantities of Nicaro nickel products were 
being converted into nickel anodes for the plating industry. This arrangement 
is not only increasing the supply of nickel for that industry, but will also reduce 
the price considerably below that for anodes made from premium-priced nickel. 

By the end of June 1957 the plant had been in full operation for a period of 
5 years. Since reactivation in January 1952, total production amounted to 
156,660,170 pounds of nickel plus cobalt. The average monthly production in- 
creased consistently over this period to 2,990,359 pounds for fiscal year 1957. 
It is considered significant that production continued to increase during the 
entire period of the major expansion of the physical plant. 
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Through these accomplishments, Nicaro not only have become the second 
largest producer of nickel in the free world but has proved its capabilities as a 
successful and commercially profitable industrial enterprise. 


CHANGES IN ORGANIZATION 


The functions of the GSA Public Buildings Service relating to the National 
Industrial Equipment Reserve and the Defense Production Act machine-tool 
programs were transferred to the Emergency Procurement Service (later re- 
named the Defense Materials Service) as of August 13, 1956 (GSA Administra- 
tive Order No. 192). 

The inspection function for Defense Production Act, national stockpile, and 
supplemental stockpile materials heretofore assigned to the GSA Federal Supply 
Service was transferred to the Emergency Procurement Service (later DMS), as 
of August 13, 1956 (GSA Administrative Order No. 193 

The GSA Emergency Procurement Service was redesignated the Defense Mate- 
rials Service and was reorganized ; this included a realinement of activities under 
the Defense Production Act (GSA Administrative Order No. 197, dated Septem- 
ber 7, 1956, and Supplement No. 1, dated October 10, 1956; and Transmittal 
Letter No. 1 dated November 2, 1956, to Manual GS I, vol. GS 1-4). 


RECOMMENDATIONS OF THE JOINT COMMITTEE ON DEFENSE PRODUCTION 


The Joint Committee on Defense Production held hearings during the past 
year to review the activities of GSA under the Defense Production Act of 1950, 
as amended. The accomplishments of this agency were reported in these hear- 
ings and in reports submitted to the committee during the period. However, the 
committee made no specific recommendations to GSA for action during the 
year. 

DISPERSAL ACTIVITIES 


Defense Mobilization Order I-19 establishes a policy which encourages and 
requires, when appropriate, new facilities and major expansions of existing 
facilities important to national security to be located, insofar as possible, so as 
to reduce the risk of damage in the event of attack. This order, together with 
the letter of January 18, 1956, from the Director, Office of Defense Mobilization, 
places the responsibility with the head of the agency for determining whether 
the nature of the activity for which a new Federal facility is to be used will 
permit the use of a dispersed location. 

Pursuant to this policy GSA, in programing the construction of Federal build- 
ings in critical target areas, requested and received such determinations from 
the heads of the agencies concerned. A report was then made to the Director, 
Office of Defense Mobilization, advising of the determinations made by the heads 
of the agencies which would occupy building projects approved under the Public 
Buildings Purchase Contract Act of 1954 and by other legislative action. The 
report summarized the findings of about 25 departments and agencies covering 36 
building projects in 15 critical target areas. 

The order also encourages, and when appropriate requires, the incorporation 
of protective construction features in new and existing facilities. In this con- 
nection, GSA has undertaken a study to (1) determine the cost of providing 
shelter within new Federal buildings which will meet Federal Civil Defense 
Administration standards and (2) determine what resistance to blast can be 
afforded in new office building construction for an increase in cost of 5 percent. 
This study is substantially complete and is now being evaluated within GSA, 
prior to issuance of the final report. GSA in the normal design of buildings 
in critical target cities will take full advantage of those areas which afford 
shelter potential and will develop them to the fullest extent consistent with 
the practical utilization of this space and within approved approved limits of 
cost. 
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DEPARTMENT OF DEFENSE 


ASSISTANT SECRETARY OF DEFENSE, 
Washington, D. C., September 27, 1957. 
Hon. A. WILLIS ROBERTSON, 
Chairman, Joint Committee on Defense Production, 
Congress of the United States. 

DEAR Mr. CHAIRMAN: As requested in your letter of August 8, 1957, addressed 
to the Honorable Charles E. Wilson, there is enclosed herewith a summary of 
the activities performed by the Department of Defense under the Defense Pro- 
duction Act of 1950, as amended, during the period September 1, 1956, through 
August 31, 1957. 

Sincerely yours, 
THOMAS D. Morris, 
Deputy Assistant Secretary of Defense (Supply and Logistics). 


Activities of the Department of Defense which are related to the provisions of 
the Defense Production Act of 1950, as amended, included the following, during 
the year ending August 31, 1957. 


Priorities and allocations 
Expansion of production capacity and supply 
(a) Certificates of necessity 
(0b) Guaranteed loans 
(c) Improvement of existing production capacity 
Assistance to small-business firms 
Assistance in labor-surplus areas 
Industry integration-committee operations 
Dispersal programs 


PRIORITIES AND ALLOCATIONS 


Authority.—The authority for the Department of Defense participation under 
title I of the Defense Production Act of 1950, as amended, stems from Execu- 
tive Order 10480 and the issuance of delegation 1 by the Business and Defense 
Services Administration, which authorizes the Department of Defense to par- 
ticipate in the national priorities and allocations program in conformance with 
orders and regulations issued by the Business and Defense Services Administra- 
tion. The Secretary of Defense, under revised Department of Defense Directive 
4405.6, August 20, 1954, has delegated the priorities and allocations authority to 
the Assistant Secretary of Defense (Supply and Logistics) and the appropriate 
operational authority has been redelegated to the military departments and 
associated agencies. 

Summary of activities—Uniform policies relating to priorities and allocations 
matters within the Department of Defense are developed by the Office of the 
Assistant Secretary of Defense (Supply and Logistics) and these policies, to- 
gether with guidance and detailed instructions to all operating elements and 
associated agencies are disseminated through the DOD Priorities and Alloca- 
tions Manual. Continuing liaison is maintained with the civilian control agen- 
cies, Office of Defense Mobilization, and Business and Defense Services Admin- 
istration, for the purpose of recommending actions, participating in development 
and clearance of orders and regulations, and cooperating in the preparation and 
implementation of policies relating to requirements, production, and distribu- 
tion for approved military programs. Among the policies and procedures issued 
this year were those to implement (1) the super industrial priority program 
rating, established by BDSA as directed by ODM, which gives preference to 
deliveries in support of DOD contracts and orders for the intercontinental and 
intermediate range ballistic missiles over other rated and unrated contracts and 
orders; (2) the amended BDSA Order M-41 which also gives preference to the 
ICBM and IRBM in scheduling deliveries for metalworking machines; (3) the 
rescheduling of deliveries in the missiles program and the cross scheduling of 
deliveries between the aircraft and missiles program by DOD as authorized by 
BDSA; (4) the use of priorities and allocations in accordance with ODM alter- 
native mobilization plans which are designed to capitalize on available produc- 
tion as soon as possible in the event of war; (5) BDSA instructions during the 
International Nickel Co. strike at their Huntington, W. Va., plant to provide 
for delivery of finished products during the strike and the scheduling and accept- 
ance of military and AEC contracts and orders during the workout period. 
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Priorities support was authorized by ODM for 2 roll-on roll-off train ships, 
9 tankers, and 1 hydrographic survey ship all of which are related directly 
to defense activities. 

The Supply and Logistics staff acts as the claimant agency for all elements 
of the Department of Defense and associated agencies under approved procure- 
ment programs. Activities include (1) issuing periodic requirements calls; 
(2) reviewing and consolidating requirements for submission to ODM; (3) 
supporting the requirements before committees of ODM when required; (4) 
receiving and distributing materials allocations; (5) preparing appeals for 
additional materials; and (6) arranging for transfers, adjustinents, and returns 
of materials. 

Priorities and allocations functions performed by the Supply and Logistics 
staff are designed to keep current military production, construction and research 
and development programs on schedule and to maintain the national priorities 
system as a mobilization readiness measure. These functions include (1) re- 
delegating authority to the military departments and associated agencies; (2) 
preparing and issuing uniform policies and procedures to govern the use of this 
authority within the Department of Defense; (3) recommending special actions 
to expedite deliveries to fulfill defense orders; (4) resolving production and 
distribution conflicts within the DOD; (5) maintaining consolidated controlled 
materials accounting controls; (6) recommending simplified procedures; and 
(7) participating with ODM and BDSA in developing standby priorities and 
allocations systems for mobilization readiness. 

The military departments continued to perform various activities in support 
of the priorities and allocations program to assure the fulfillment of military 
procurement programs and to provide for ready identification of military orders. 
These activities include (1) assigning DO and DX preference ratings to military 
contracts and orders; (2) preparation of departmental statements of require- 
ments; (3) authorizing production schedules and making controlled materials 
allotments; (4) administering special distribution controls; (5) obtaining 
special priorities assistance for individual DOD contractors experiencing produc- 
tion difficulties; (6) auditing operations of DOD military establishments and 
selected contractors for compliance with instructions and regulations; and (7) 
collaborating in the simplification of current and standby operating procedures, 

The initial instructions establishing standby priorities and allocations pro- 
cedures to meet national disaster conditions caused by enemy actions were 
issued in the DOD Emergency Priorities and Allocations Manual, dated Septem- 
ber 12, 1955. Several of these emergency planning actions were tested during 
Operation Alert, 1957. 

The Department of Defense Military Production Urgency System, established 
by DOD Directive 4410.4, prescribed that a Military Production Master Urgency 
List containing the most essential end items required from production to carry 
out assigned objectives under mobilization, be developed under the guidance 
of the Assistant Secretary of Defense (Supply and Logistics). The second an- 
nual list prepared under the criteria established in the implementing DOD 
Instruction 4410.5 and based on an M-Day established in the latest JSCP, was 
approved by the Secretary of Defense in June 1957. 

Program effectiveness.—The priorities and allocations program continued its 
effectiveness in establishing and maintaining preferential treatment for the 
acceptance of defense orders; and provided adequate allocations of controlled 
materials for their fulfillment. In general problems requiring assistance be- 
cause of material shortages or difficulties were resolved more expeditiously as a 
result of the procedures in use. The program has been used effectively for cur- 
rent procurement and mobilization planning by the following: (1) Production 
reserves (set-asides) were maintained for the acceptance of defense-controlled 
materials orders; (2) the DOD Priorities and Allocations Manual was main- 
tained to provide uniform guidance to all agencies of the Defense Department 
in the discharge of DOD responsibilities; (38) some additional simplification of 
the defense materials system was accomplished and maintained in mobilization 
readiness status as a standby program for emergency purposes; (4) priorities 
support to cover materials for maintenance, repair, and operating supplies and 
for installation of production equipment was continued, but only for defense con- 
tractors; (5) titanium schedules were reviewed by DOD prior to issuance of 
delivery directives by BDSA to assure preference to defense orders; (6) an 
alphabetical and numerical preference list Was maintained to assist industry 
and Government in scheduling orders for machine tools for most urgency mili- 
tary production; (7) the DOD master urgency list of the most important cur- 
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rently procured items and projects was revised and reissued twice during the 
year and supplemental individual item changes were also made to provide con- 
tinuing and up-to-date guidance; (8) work was continued with civilian agencies 
to simplify priorities and allocations procedures, and to adapt them for use 
under full mobilization. 

During the year ending August 31, 1957, 3,981 cases requesting special assist- 
ance to obtain materials, components, end items, and production equipment to 
fulfill military contracts were processed. This was slightly less than the 4,048 
processed in the preceding year. The assistance that has been given in the 
past year has been of great benefit to specific programs of high urgency. 

The Assistant Secretary of Defense (Supply and Logistics) is continuing to 
work with ODM and BDSA in developing a simpler system, consistent with na- 
tional policy, which will insure industrial support of military programs in event 
of full mobilization with modifications for use in event of attack on the con- 
tinental United States. 

A priorities and allocations program adequate to secure acceptance and prefer- 
ence for defense orders of the United States and friendly foreign countries 
should be maintained. Such a program provides framework and procedures re- 
quired in the event of an expanded emergency and in the early stages of full 
mobilization. 

EXPANSION OF PRODUCTIVE CAPACITY AND SUPPLY 


(a) Certificates of necessity 


Authority-—The Department of Defense participates in the accelerated 
amortization program by reviewing and making recommendations on applica- 
tions for certificates of necessity which involve expansion of industrial capacity 
regarded by ODM as being important in the support of the DOD program. The 
authority for this activity is contained in Executive Order 10480, section 168 
of the Internal Revenue Code of 1954, and ODM Regulation 1. This activity 
supplements title III of the Defense Production Act, as amended. 

Summary of activities-—-The number of recommendations concerning cer- 
tificates of necessity made by the Department of Defense in the 12 months end- 
ing August 31, 1957, were: Army, 37; Navy, 115; Air Force, 191; and by the 
OASD (Supply and Logistics), 179. 

Program effectiveness.—During the last 12 months 447 applications for cer- 
tifi‘ates of necessity were referred by Office of Defense Mobilization to the De- 
partment of Defense for recommendation. The Department of Defense reviews 
and ,makes recommendations and applications based on their importance in 
improving the mobilization base by expansion or dispersal of essential defense 
production facilities required to meet current or mobilization production ob- 
jectives. 

(0) Guaranteed loans 


Authority.—The Department of Defense participates in the guaranteed loans 
program under title I1I of the Defense Production Act of 1950, as amended, and 
authority delegated to it under Executive Order 10480. 


Summary of activities 


{Amounts in millions] 


Amount of loans 





| 
| Number 
} 


Total Amount of 
guaranty 
Applications pending as of July 31, 1956 _...-.-...-..---.-----| 7 $13.5 $10.2 
Applications received, Aug. 1, 1956 through July 31, 1957_..... | 49 147.8 112.3 
Applications SUlhoksed, <o.< 2000p c0chb none ooisen~ chewsndeseee | 51 154.1 115.9 
Applications declined (disapproved inelivzible)_....- naeainibhann | 3 3.8 3.2 
Applications pending as of July 31, 1957 -............--.--.--- 2 3.4 3.4 





98432—58 


17 
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Number of loans 
authorized Aug. 1, 
1956, to July $1, 1957 


Size of loans approved: 


Neen ee ee ee ee ee Fe kp eben 0 
a ne eh eat cmme tis 0 
Nee nen nnn nnn a Sa catch ma cpatieialiasig med lesan 1 
Neen enn nn nn nn nn ee nen aoe eee ceieeiiuicameeu b 
ees ieee anomie Dh meameeniin 16 
Nee 5 
Neen ee en ene ca suds aavainitase nen: mae gasp aieaemarsbewenganete 7. 
a CW od 2 ana dakiepertineeiieemebes cin etmnipheayesowen 6 
Neen nonce weienns q 
Ne aka bat cesccpcnahechendhinioucnetttbns x 
eR ec occa omasernsoesnentbamoisan aa ececiemenieabde 0 
Ne cee 2 
AND EE IRE LOE I) EE see a ee ev 0 


(c) Utilization and improvement of existing production capacity 


Authority.—Department of Defense activities related to title III of the De- 
fense Production Act of 1950, as amended, also include development and use of 
methods and procedures to utilize and improve existing production capacity. 

Summary of activities—The annual numerical and alphabetical preference 
list of Department of Defense contractors was published. The list, together 
with the monthly interim changes, provides a means of channeling distribution 
of new metalworking equipment to producers of the most urgent military items 
in accordance with provisions of BDSA Order M-41, as amended. Specific 
contractors (with contract numbers indicated) are arranged both numerically 
and alphabetically on the list which is issued jointly by Department of Defense 
and the Business and Defense Services Administration to several hundred 
machine-tool builders as a guide in scheduling deliveries. The Department of 
Defense continued its participation with Business and Defense Services Admin- 
istration to obtain production equipment by directive and diversion action in 
order to expedite production of high-urgency military production and con- 
struction programs. 

The production equipment redistribution group of the Department of Defense 
maintains a central and current listing of idle military owned or controlled 
machine tools and related production equipment reported to it by the three 
military departments and the General Services Administration. This equip- 
ment is available for distribution to qualified military and defense supporting 
contractors. During the period from September 1, 1956, through August 31, 
1957, 9.452 allocations of tools and equipment were made in connection with 
the redistribution of tools to defense producers and 5,751 items of industrial 
equipment actually were supplied to contractors. The inventory of idle metal- 
working tools and related production equipment comprised a gross total of 
83,659 items on September 1, 1957, as compared to 64,198 items a year earlier. 

In compliance with Department of Defense policy, the three military depart- 
ments initiated a program to test the tools and equipment in the production 
equipment redistribution inventory to determine their performance capabilities 
and operating tolerances. Those not meeting operating standards are put into 
operable condition where possible or are disposed of when repair or rehabili- 
tation is not practicable. This program was started in July 1956 and is sched- 
uled for completion by June 1961. 

During the past year the military departments submitted to the Department 
of Defense proposals to maintain a substantial number of package plants and 
standby lines. A package plant is a complete complement of Government- 
owned equipment, which is assigned to a specific program, and which, either 
as an entity or when combined with other existing equipment, will be capable 
of producing specified quantities of military end items or components. A 
standby line differs from a package plant only to the extent that its equipment 
is already installed. Of those submitted to the Assistant Secretary of Defense 
(Supply and Logistics) for review, 495 were approved and 47 disapproved 
during the year. In accordance with Department of Defense policy, these ap- 
proved packages and lines must be reviewed annually by the appropriate mili- 
tary department to determine whether they still meet current criteria. Those 
not meeting the criteria must be reported promptly to the Assistant Secretary 
of Defense (Supply and Logistics) so that they may be declassified and the 
tools made available for redistribution to urgent current production programs. 
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This assures a reserve of available production equipment specifically assigned 
to essential military programs of high urgency, for which there are valid 
mobilization requirements, and at the same time makes tools available for 
current programs by not permitting them to remain unjustifiably in package 
plant or standby line status for an indefinite period of time. 

A continuing program is in effect to inspect machine-tool storage sites, and to 
check the adequacy and accuracy of inventory records as well as the mainte- 
nance of the tools. Visits to installations during the past year revealed generally 
that considerable improvement has been made in production equipment storage 
activities since previous inspections. In a few cases where records and main- 
tenance standards were not satisfactory, the military departments were notified 
and the conditions corrected. In most cases the records and maintenance of 
tools were found to be in good order. 

December 14, 1956, was the publication date for a revision of the Department 
of Defense Directory of Metalworking Machinery. Listing all machine-tool 
manufacturers whose items are used by the Department of Defense or who have 
new items for Department of Defense use, the directory shows for the first time 
each machine description under a production equipment code number (formerly 
standard commodity code). The directory, in addition to its primary use for the 
management of Department of Defense machine tools, is widely used as a basic 
reference by both governmental and civilian procurement activities. The pro- 
duction equipment code numbers contained therein are especially adapted to 
electrical accounting machine tabulations and are extensively used in the collec- 
tion, transmission, correlation, and review of machine-tool data. By promotion 
of common terminology since publication; first in 1945 and again in 1947 and 
1951, this 1956 directory contributes greatly to a better understanding between 
Government and industry. 

In implementation of established Department of Defense policy, a DOD instruc- 
tion was issued on September 10, 1957, setting forth procedures for a standard 
metalworking equipment replacement program in the military departments. 
This program is designed to promote the efficient and economical use of military- 
owned machine tools and thereby to assist in attaining optimum productivity and 
industrial preparedness. 

Under the direction of the ODM Interagency Committee on Components, repre- 
sentatives of the Department of Defense continued to participate with representa- 
tives of the Business and Defense Services Administration and other Govern- 
ment agencies in joint studies of component areas considered to be critical in an 
emergency. Studies have been completed in 43 of the 65 component areas under 
study. There were nine studies which indicated deficiencies of capacity to meet 
the total requirements. In most cases action to remove the deficiencies is being 
deferred by ODM pending recomputation of requirements, based on new strategic 
guidance. 

ASSISTANCE TO SMALL BUSINESS FIRMS 


Authority —The small-business program is conducted under provisions of the 
Armed Services Procurement Act of 1947, now codified in title 10, United States 
Code, chapter 137; the Small Business Act of 1953 as amended; and the Defense 
Production Act of 1950 as amended. 

Summary of activiites—During the fiscal year 1957 the Department of Defense 
continued to carry on an active and vigorous program to make sure that small 
business concerns are given an equitable opportunity to compensate for defense 
business, and to encourage to the greatest possible extent increased participation 
by small business firms. 

Small-business specialists in the major procurement offices and contracting 
offices throughout the procurement organization have concentrated on assisting 
small business by actively searching for new sources; by including in military 
bidders’ mailing lists the names of established small-business suppliers and such 
potential suppliers as have made acceptable application for inclusion in bidders’ 
lists; by soliciting bids from a proportionate number of small firms in all cases 
where the entire bidders’ list is not being solicited; by planning procurement in 
reasonably small, economically sound production lots, allowing sufficient time 
for the preparation and submission of bids, and establishing favorable delivery 
schedules, specifications, and other provisions consistent with military require- 
ments; and by extending to the maximum possible extent opportunities to sub- 
mit bids for quantities less than the total procurement requirement. 

Under a new policy started this year, small firms obtain set-aside awards at 
the highest price paid to successful bidders for other parts of the same procure- 
ment, rather than at the weighted average of all other successful bids. 
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During the year a Small Business Industry Advisory Committee was estab- 
lished to provide advice and recommendations to the Assistent Secretary of 
Defense (Supply and Logistics) on policy and procedural matters pertaining to 
the Department of Defense small-business program. At the first 2 meetings, 
held in March and June 1957, special groups were organized to study specific 
small-business problems. 

The American Bankers Association, with the assistance of its 15,000 member 
banks, has been asked by Department of the Air Force to initiate a program to 
acquaint the small-business customers of the banks with the aims and objectives 
of the Air Force small-business provram, including methods by which small 
concerns may secure prime and subcontract work. 

Program  cffectivencss.—During fiscal year 1957 military prime contract 
awards to small-business firms totaled $3.8 billion, an increase of $0.3 billion 
over the post-Korean record reached in fiscal year 1956. The percentage of 
military procurement awarded to small-business firms averaged 19.8 percent in 
fiscal year 1957. If small nonprofit concerns are included, the fiscal year 1957 
average is 19.6 percent, the same as for fiscal year 1956. (Separate data on non- 
profit concerns are not available for fiscal year 1956.) 

The increased dollar volume going to small business was due, in part, to De- 
partment of Defense efforts to give small business more opportunities to compete 
for military prime contracts. In fiscal vear 1957 small business ws invited 
to bid on $6.2 billion worth of procurement, as compared with $5.4 billion in 
fiseal vear 1956. However, a large proportion of total military procurement 
could not be offered to small business because this procurement was in complex 
weapons, such as aircraft, guided missiles, and ships which can be obtained only 
from large contractors. 

Another important factor in the effort to incresse the small-business share 
of prime-contract awards was the small-business set-aside program jointly con- 
ducted by the Department of Defense and the Small Business Administration. 
During fiscal year 1957 small-business set-asides jointly agreed upon by Defense 
Department and the Small Business Administration toteled approvimately $700 
million, which was over $200 million greater than in fiscal year 1956. 

In addition to prime contracts, small-business firms received military sub- 
eontract payments of $1.7 billion from 197 large prime contractors during the 
first half of fiscal year 1957. (Data for the second half of the year are not 
yet available.) Total subcontract payments to small business exceed the $1.7 
billion, since this figure does not include subcontract payments made by non- 
reporting prime contractors nor does it include subcontract payments below 
the first tier level. 

Tables 1 and 2 show small-business data for fiscal year 1957. 


Assistance in labor surplus areas and industries 


Authority—The Department of Defense continued active participation in 
the program of assisting labor surplus areas and industries, under authority 
of Defense Production Act of 1950 as amended, and as prescribed by defense 
manpower policy No, 4. 

Summary of activities—A number of actions were taken during the year to 
help stimulate defense business in the labor surplus areas and industries. 
Community clinics and technological exhibits were conducted in several States 
to focus attention on the production resources available in surplus areas and 
to assist manufacturers in these areas to compete with other areas for defense 
business. 

Program effectiveness.—During the year $401 million in procurement awards 
of $25,000 or more were placed in labor surplus areas and in the labor surplus 
textile industry. For $10.8 million of this amount, the set-aside and tie-bid 
preferences authorized by DMP 4 were used in placing the awards. This pro- 
gram helps to improve the economy of these areas and maintain resources which 
might be needed in an emergency. 


INDUSTRY INTEGRATION COMMITTEES 


Authority.—The program is being conducted under the provisions of section 
708 of the Defense Production Act, as amended, and upon approval of the 
voluntary agreements by the Attorney General. 

Summary of activities and program effectiveness.—There was no change in 
the number of integration committees in existence during the year ending 
August 31, 1957. All of the 18 committees are sponsored by the Department 
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of the Army; 10 are concerned with ammunition items, 6 with tank-automotive 
items, 1 with electronics and 1 with Army aircraft and maintenance. These 
committees have been very helpful in solving production problems for a number 
of military items of equipment. 


DISPERSAL PROGRAMS 


Authority.—Department of Defense Directive 5220.5, dated November 17, 1955, 
prescribes policy with respect to dispersal of industrial facilities consistent with 
the dispersion amendment of the Defense Production Act, This policy states 
that d'spersal will be a key factor in determining additional sources for items of 
material or development, and a prime consideration in determining the locations 
of new industrial facilities, at the same time recognizing that factors such as cost, 
social and economic implications, and other practical elements, such as require- 
meiit for timely delivery of vital products, must also be considered in any planned 
procurement. 

In addition, DOD Directive 3005.3, dated December 7, 1954, which provides pol- 
icy for the integration of current procurement with mobilization planning, speci- 
fies that geographic dispersal of facilities is to be taken into account in the place- 
ment of current procurement contracts for major items which are included in 
mobilization production plans with industry. The Armed Services Procurement 
Regulation (sec. 3-101) includes a similar provision for all items procured under 
negotiated contracts. 

The determination as to whether a facility is in a dispersed location is based 
on the standards developed by representatives of ODM, Defense, and Commerce 
with respect to congested urban areas and in addition the standards developed 
by Department of Defense for nonurban locations with respect to proximity to 
key military installations and industrial facilities. 

Summary of activitics—Iin the industrial facility area, the military depart- 
ments have contracted for 725 facility expansion projects of $1 million or more 
since the beginning of the Korean war, of which 355, representing over 50 per- 
cent of the total expansion program cost of $6.5 billion, were located outside of 
areas considered to be the most likely potential targets fur nuclear attacks. 
Many of these projects consisted of expansion of existing structures or additions 
of production equipment, and, therefore, there was no opportunity to improve 
their geographic dispersal status. Where feasible from a cost and requirements 
standpoint, expansion funds provided production capacity for the important 
military items at more than one location, improving the chances of continuity of 
production after attack. Capacity for multiple sources for items such as combat 
vehicles, aircraft engines, and important electronic components has been estab- 
lished in widely diversified geographic locations. Over 60 percent of the 430 
major military items on the preferential planning list, as well as a large number 
of important components, are planned to be produced in mobilization at 2 or more 
facilities. 

A large proportion of the funds expended in current procurement programs 
are for complex, long lead-time military items where facilities and industrial 
production know-how are already established. From the standpoint of cost, dis- 
location of skills, and continued flow of military goods it is important to utilize 
these existing facilities, and dispersion considerations in many instances are out- 
weighed by these factors. Detailed statistics are not available on this point, be- 
eause of the costs of compilation of such data. However, it is clear that existing 
aircraft factories, for example, should be used to produce aircraft and related 
items Which their know-how permits them to produce more economically than a 
new source. Many facilities for production of military goods are necessarily so 
important to defense that a relocation of plant and equipment would have the 
effect of relocating the potential target. 

When new producers for an item are required or when new products are de- 
veloped, geographic dispersion of the facility location has been an important con- 
sideration. During fiscal year 1957, 341 new contracts were awarded for prefer- 
ential planning list items. Of these, 99 were with suppliers who were not then 
producing the item, indicating a broadening of the base in about 30 percent of 
the awards. Vroducers of 48 percent of the dollar value of these new supplier 
contracts are in dispersed areas. 

Whenever practicable, multiple sources of procurement are used in order to 
provide maximum possible dispersion for important military items. For exam- 
ple, in awarding contracts for a guided missile destroyer, the Navy utilized four 
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widely dispersed locations: Bath, Maine; Camden, N. J.; Bay City, Mich.; and 
Seattle, Wash. 

Proposed sites for development and production of new products, where prior 
Government investment is not an important factor, are carefully reviewed both 
by the military departments and the Office of the Assistant Secretary of Defense 
(Supply and Logistics) to determine the most suitable dispersed location. Types 
of items which have been so reviewed include guided missiles and new ordnance 
items. 

When requested by Office of Defense Mobilization or the Department of Com- 
merce, the Department of Defense provides advice on whether a proposed loca- 
tion in a tax-amortization case is satisfactorily dispersed, so far as proximity to 
kev military installations and industrial facilities is concerned. Conformity 
with dispersion standards with respect to congested urban areas is determined by 
the Department of Commerce. 

During the period from September 1956 through August 1957, the Office of the 
Assistant Secretary of Defense (Supply and Logistics) reviewed 283 dispersion 
inquiries referred by Office of Defense Mobilization and Department of Com- 
merce on proposed site locations. These cases included industrial applications 
for certificates of necessity for rapid tax amortization, and inquiries from re- 
gional defense mobilization committees, Veterans’ Administration, and from 
private industry. 

In addition, 238 military projects relating to expansion, relocation, or continuity 
of operation were reviewed at Office of the Secretary of Defense level and the 
military departments were advised as to whether the site met the dispersion 
criteria. Of these, 165 cases were the most important construction projects pro- 
posed in the fiscal year 1958 budget program, 29 related to location of petroleum 
storage sites, and the other 44 were referrals from military departments con- 
cerning dispersal status of military installations being studied with respect to 
continued operations. 

A summary of the results of these reviews follows: 


Dispersion inquiries on site locations 
September 1956 through August 1957 








| 
Total Met stand- | Did not meet 
ards standards 

Til eal sins Siecle caaptaviaicty Sensi watianipaiplaidghainiipmeiitenegi | 521 436 85 

Tax amortization. - ee dubuadewintseeaaeouke 73 70 | 3 
Regional mobilization committees_...-.....--.---------------- 143 135 | 8 
Private industry -- ‘ Saiadhanainaninenibpaehmeite 63 | 53 10 
Veterans’ Administration-_- pended omticninaen 4 | 4 | 0 
Petroleum storage... bod oe aiciahe rnb ibid 29 | 24 | 5 
1958 military construction program_--- ‘ ana 165 | 123 | 42 
Department of Defense facilities. .............---.-.---.. 44 27 17 
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TABLE 1.—All military prime contracts—Net value of procurement actions by 
category and department, July 1956—June 1957 


{Amounts in thousands] 



























































Procurement action category Total Army Navy! Air Force 
TMD... Sicapamitiicceinmhuse Ltuia bkktubieaiaill $21, 457, 425 $5, 455, 503 $6, 589, 148 $9, 412, 774 
For work outside United States_.............-- 1, 601, 624 728, 586 550, 698 322, 340 
PCR POI ios on dk ck otetnionen stead 462, 389 177, 700 79, 269 205, 420 
Educational and nonprofit institutions ?___..__- 260, 715 103, 091 64, 904 92, 720 
Total with business firms for work in the — = | 
TIME DONE in nce ectivcsscecstdasscuckiams 19, 132, 697 4, 446, 126 5, 894, 277 8, 792, 294 
Actions of less than $10,000_...............- 1, 280, 936 647, 944 309, 683 323, 309 
Actions of $10,000 or more..........-------- 17, 851, 761 3, 798, 182 | 5, 584, 594 8, 468, 985 
Small-—business potential #*_................- ie 6, 249, 503 | 2, 857, 777 | 2, 267, 738 eo % 124, 078 
Actions of less than $10,000___......._-- 1, 280, 936 647, 944 309, 683 323, 309 
Actions of $10,000 or more..........-.-- 4, 968, 657 | 2, 209, 833 1, 958, 055 800, 769 
PENNE 5: sis nk ccodvtiwnadtihensacanteaaiae | 12, 883, 104 -, i. 588, 349 tate 3, 626, 539° 7, 668, 216 
With small-business firms. ..........-...------ 8,782,526 | 1,827,312 | 1, 231,745. "728, 469 
Actions of less than $10,000._.........-____- 845, 397 437, 324 189, 731 218, 342 
Actions of $10,000 or more_._...........---- 2, 937, 129 1, 389, 988 1, 042, 014 505, 127 
With large-business firms ---...............-... 7 15, 350, 171 ie 618, 814 4, 662, 532 8068, 825 
Actions of less than $10,000................. 435, 539 210, 620 119, 952 104, 967 
Actions of $10,000 or more_.__....._..--- ---| 14,914, 632 2, 408, 194 4, 542, 580 7, 963, 858 
Small-business share: Fi, Soca Reel tae rom 
Percent of small-business potential._....._- 60.5 63.9 54.3 64.4 
Percent of total with business firms.......-. 19.8 41.1 20.9 8.2 








1 Includes procurement actions of the Military Petroleum Supply Agency and its predecessor, the Armed 
Services Petroleum Purchasing Agency. 

? Data for these institutions were combined with data for business firms prior to July 1956. 

3 Includes all procurement actions of less than $10,000, and all other procurement actions except those 
described in footnote 4 below. 

4 Includes procurement for which there is no known small-business source; procurement in emergency 
situations; procurement requiring delivery schedules that cannot be met by a small firm; procurement 
placed with a large firm in order to maintain it as part of the mobilization base, or because of the necessity 


of assuring standardization of equipment and interchangeability of parts, or because of patent or other 
proprietary rights. 
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TABLE 2.—Minitary prime contracts in the small-business potential ‘—Net. value 
of procurement actions of $10,000 or more, by category and by department, 
July 1956-—June 1957 

{Amounts in thousands] 


Procurement action category Total Army Navy ? Air Force 
elec eae a ee amnenenacaneeaton = Toor patos 
VALUE | 
Small-business potent‘al, act’ons of $10,000 or | | 
more__.- ; : eae eke $4,968,657 | $2,209,833 | $1,958,055 $800, 769 
Awarded to small-bus‘ness firms <a 2, 937, 129 1, 389, 988 1, 042, 014 505, 127 
Not awarded to small-business firms ; 2, 031, 528 819, 845 916, 041 295, 642 
Small-bus ness did not bid_- is aol 379, 325 97, 820 198, 941 82, 564 
Small-bus ness bid was not low__. 1, 583, 964 699, 037 703, 304 | 181. 623 
Small-bus ness bid was not respons've 31, 309 9, 574 8, 302 | 13, 433 
Small-bus ness bidder not a resrons ble | 
pros™ect ve cont~acto ASP R-1-307 8, 266 4, O86 983 3, 197 
Small-bus ness bid not accepted for other 
reasons ® a 


28, 664 | 9, 328 4, 511 14, 825 
PERCENTACE DISTRIRUTION 


Small-bus!ness potent al act ons of $10,000 or 
more '.... ‘ “ 100. 0 109. 0 100. 0 100. 0 





Awarded to small-bus‘ness firms 59. 1 62.9 53. 2 63. 1 
Not awarded to small-bus ness firms_ 40.9 37. 1 46.8 36.9 
Small-bus ness did not bid : 7.6 1.4 10. 2 10.3 
Small-bus ness bid was not low 31.9 31.6 35. 9 22.7 
Small-bus ness bid was not res onsive-.- .6 5] 4 1.7 
Small-business bidder not a responsible 
yrospective cont-actor (ASPR 1-307 aa .2 a .4 
Small-business bid not accepted for other 
reasons 3... : .6 4 2 1.8 


1 For defin t ons, see footnotes to table 1. Data on reasons fo~ small business fa lure to obtain potential 
awards ave not available fom procurement act ons of less than $10,000. 

2 Includes procurement act ons of the Military Petroleum Supply Agency and its predecessor, the Armed 
Serv'ces Pet oleum Purchas ng Agency. 

8 For reasons which in most cases relate to quality or technical evaluat:on of product. 








INTERSTATE COMMERCE COMMISSION 


INTERSTATE COMMERCE COMMISSION, 
Washington, D. C., September 17, 1957. 
Hon. A. WILLIs ROBERTSON, 
Chairman, Joint Committee on Defense Production, 
Congress of the United States, Washington, D. C. 
(Attention Mr. Harold J. Warren, clerk and counsel.) 

Dear SENATOR ROBERTSON: In compliance with the request contained in your 
letter of August 8, 1957, I am forwarding herewith a brief factual summary of 
the operations of the Interstate Commerce Commission under the Defense Dro- 
duction Act of 1950, as amended, covering the period September 1, 1956 to August 
31, 1957. 

This material is submitted for inclusion in the seventh annual report to Con- 
gress by your committee. 

Sincerely yours, 
KENNETH H. TuaGLe, Commissioner. 
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SUMMARY OF OPERATIONS 


I, AUTHORITY FOR THE CONDUCT OF INTERSTATE COMMERCE COMMISSION 
MOBILIZATION AND DEFENSE PROGRAMS 


The authority under which the Interstate Commerce Commission conducted the ~ 
programs described under item II as follows: 

Defense Production Act of 1950, as amended (64 Stat. 798; 65 Stat. 131; 66 
Stat. 296 ; 67 Stat. 129; Public Law 6382, 84th Cong.) 

Executive Order 10219 (16 F. R. 1983; 18 F. R. 3807) 

Executive Order 10480 (18 F. R. 4939 ; 19 F. R. 3807) 

Executive Orders 10660, 10421, and 10488 

Defense Mobilization Order I-7 (18 F. R. 5366, 6737) 

Defense Mobilization Order VII-5 (18 F. R. 6408) 

Defense Mobilization Order VI-2 (18 F. R. 8133) 

Defense Mobilization Order I-15 (20 F. R. 921) 

Defense Mobiliz.tion Order I-21 

Organization Order DTA, as amended (15 F. R. 6728; 19 F. R. 4160; 20 F. BR. 
4550) 


Il. SUMMARY OF EACH INTERSTATE COMMERCE COMMISSION PROGRAM, INCLUDING 
COOPERATIVE OPERATIONS WITH OTHER AGENCIES 


During the period covered by this report the activities of the Interstate 
Commerce Commission under the Defense Production Act of 1950, as amended, 
and as implemented by Executive orders, departmental orders, delegations, etc., 
were primarily concerned with plans, programs, and procedures relating to the 
utilization of domestic transport, storage, and port facilities in the event of war 
or national emergency requiring full mobilization. Following is an outline of 
activities during this period with respect to these projects: 


(A) Administrative readiness programs and projects 


1. Continuity of Government.—The Commission's readiness to activate its relo- 
cation site and to carry on essential functions, both at the agency headquarters 
away from Washington, and at regional offices in the field, was greatly improved 
during the year. The relocation staff was expanded to provide adequate per- 
sonnel for 24-hour operations during exercises or actual emergencies; special 
instructions in the form of a Handbook for Relocation Activities were provided 
these personnel; and special training courses were conducted for communica- 
tions personnel. The headquarters site itself was improved by the acquisition 
of additional office space and communications facilities. 

An ICC Relocation Committee met regularly to study and act on relocation 
matters. A survey of readiness measures at field offices of the Commission 
revealed inadequacies which the committee took action to correct. A realine- 
ment of personnel, to place the entire mobilization responsibility under the 13 
ICC regional directors, was ordered. Selected regional directors were made 
representatives on the 10 ODM regional mobilization committees, with service 
agents as their alternates. 

Conditions encountered during Operation Alert, 1957, required a reevaluation 
of the Commnission’s relocation plans. Since the ICC will be responsible for 
establishing a division of any planned emergency transport control agency, it 
appeared that ICC should relocate in the vicinity of the site selected for that 
agency. 

2. The National Defense Exccutive Reserve-—The Commission is one of the 
agencies of government authorized by the President to establish a unit of the 
National Defense Executive Reserve so as to have available selected persons to be 
employed in executive positions during emergencies. The Commission’s unit of 
the Reserve was established on October 3, 1956 (Administrative Order ICC 
TM-1). Men of the highest qualifications, and representing a cross section of 
the industry for which the Commission has mobilization responsibility, were 
recruited from the railroad, street and highway, inland waterway, warehousing, 
and port and shipping industries. 

During May 1957, 38 new reservists were brought to Washington for a 2-day 
training session. They were briefed on current mobilization programs and in- 
structed as to the nature of duties they might be called upon to perform during 
emergencies. 

During Operation Alert, 1957, 33 of the reservists were able to join the Com- 
mission at its relocation site or the relocation site of the emergency transporta- 
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tion control agency. The participation of these men—their interest, enthusiasm, 
and demonstration of ability—proved of inestimable value in the solution of 
exercise problems. Their association with the Commission has tended to 
enhance the entire mobilization program. 

It is planned that the ICC Reserve unit will be expanded to include approxi- 
mately 100 members: 48 for service at the national headquarters and 52 for serv- 
ice with field agencies of the Commission during emergencies. Reservists are 
selected from industry (including small business), educational institutions, labor 
organizations, the professions and professional societies, government, and other 
groups which contain qualified and available executive personnel. 

3. Operation Alert 1957.—Operation Alert 1957 presented the Commission with 
problems not previously encountered. It had been anticipated that the Office 
of Domestic Surface Transport and Storage (the ICC-sponsored operating divi- 
sion of the emergency transportation control agency) would be established at the 
ICC site, thus allowing fullest participation of Commission personnel and afford- 
ing a valuable opportunity for the training of ICC executive reservists. However, 
it was the determination of ODM that the emergency transportation control 
agency for this exercise would be established at another site and operated under 
auspices of the Department of Commerce. This greatly complicated our task. 
The necessary transfer of funds, functions, and personnel (as simulated), and the 
development of new delegations and agreements, as between ICC and provisional 
ODSTS, were only part of the problem. Commission relocation personnel and 
the reservists had to be rescheduled for divided operations at the two sites and 
new arrangements had to be made for their travel, accommodations, and alternate 
duty assignments. 

The first or attack phase of the exercise (July 11-14) was conducted by the 
Commission at its relocation site with a full complement of personnel, including 
consultants and 26 of the reservists. Incoming bomb damage reports were ana- 
lyzed and a general estimate made of the national transportation situation. 
Reservists were kept briefed on the operation and were able to assist in arriving 
at inventories of transportation facilities surviving the attack, but had little 
opportunity to participate in transportation problems before it was time for most 
of the staff to depart for the relocation site of the emergency transportation con- 
trol agency. 

A commissioner and staff, consultants, and seven reservists participated at 
the site of the emergency transportation control agency for the remainder of 
the exercise (July 15-19) while a nucleus of ICC administrative and communi- 
cations personnel remained at the agency site. In response to an immediate 
ODM request, manpower and material requirements to keep transportation in 
service during the rehabilitation phase were developed. An estimate of overall 
postattack transportation capability (es a percent of preattack capability) was 
compiled; general priorities for the rehabilitation of facilities were issued; and 
special measures for assuming continuation of transportation service during 
the difficult period were taken. 

A number of jurisdictional problems developed. Some agencies requested 
complete control over transport handling their priority goods; others claimed 
to have this control. When our system for handling such priority traffic was 
explained to the agencies they, for the most part, had no further argument to 
our denying their requests. However, there were gray areas which were not 
entirely resolved. 

Various Federal agencies, including the Post Office Department, GSA, AEC, 
and others were very cooperative in furnishing us forecasts of abnormal move- 
ments and in requesting instructions as to how major movements could be gotten 
through damaged areas. The total of such heavy requirements might have 
developed into a traffic problem of such proportions as to tax the full resources 
of transportation; however, the failure of DOD to furnish military traffic fore- 
casts left a big gap in the picture and made overall evaluation difficult. 

All the representative fields of transportation in the ODSTS organization— 
street and highway, inland waterway, railway, and warehousing and storage— 
received a measure of “play” during the exercise though not in all cases to the 
extent desired. 

Field participation in the exercise was greatly improved over previous exercises, 
ICC representatives at both ODM and FCDA regional offices reported numerous 
lessons learned ; however, the shortage of personnel and slowness of substantive 
transportation problems to develop were continuing issues requiring attention. 

4. Problem exercises.—In addition to the annual national exercise, the Com- 
mission participated in three secondary exercises ordered by ODM. The first of 
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a series of quarterly -problem exercises (probex D-56) was conducted in 
December 1956 and involved a hypothetical attack on the Northeast region of the 
United States. Due to the regional nature of the exercise and the fact that 
field agencies were not participants, transportation problems were slow to 
materialize. However, as a result of the test a better data format and check 
list of actions for future exercises was initiated. 

As part of the governmentwide orientation on mobilization readiness (Mobiliza- 
tion Plan C Briefing Exercise, 1957) the ICC conducted during January a 
briefing and evaluation of agency readiness at both the national and regional 
levels. Key mobilization documents were furnished each of the 13 ICC regional 
offices. Reports resulting from this survey indicated certain general inadequacies 
with regard to the ability of field offices to perform essential functions in war- 
time, and wide differences in the manner and degree that various regional offices 
had implemented relocation plans, Subsequently action was initiated to correct 
such of these inadequacies as might feasibly be overcome. 

The Commission participated in problem exercise M—57 conducted March 11-13, 
1957. Besides attending the seminar on “Basic responsibilities after attack on 
the United States,” the Transport Mobilization Staff conducted an agency prob- 
lem exercise on the subject of “Motor fuel supply for the domestic street and 
highway transport fleet in wartime.” During the exercise a step-by-step outline 
for effecting a program for fuel claimancy and for establishing standards to 
govern the allocation and rationing of gasoline supply for various classes of 
vehicles in street and highway transportation was developed. This outline and 
supplemental data proved valuable at a later date when ICC was asked by 
FCDA to develop national survival fuel requirements in coordination with the 
Department of the Interior. 


(b) Industry readiness programs and projects 


1. Industry defense and physical security.—The Commission is represented on 
the Facilities Protection Board which advises the Director of ODM in carrying 
out functions under Executive Orders 10421 and 10488 with relation to the 
physical security of industry and facilities important to the national defense. 

Activities in this field were largely in suspense until near the end of the 
reporting period. Transportation accomplishments and problems in this field 
were included in report to the Joint Committee on Defense Production, “Reducing 
Our Vulnerability to Attack,’ May 20, 1957. Points were made as to the im- 
portance of transportation in determining the general vulnerability of areas to 
attack, the fact that the dispersion of transportation facilities was directly 
related to the dispersion or lack of dispersion of the industries it served, and how 
the changing economic structure of national transportation affected the mobili- 
zation potential of the industry. 

After the beginning of the new fiscal year, in August 1957, the Commission 
sought to revive its industry defense program. Industry associations were en- 
couraged to publish facilities protection manuals which have been available since 
1954 in draft form. A selection was begun of key transport industries with 
existing defense plans to be surveyed and designated “model” companies for 
other industrial firms desiring to improve their procedures in this regard. 

2. Industry incentives.—Due to the closing of transportation expansion goals 
during the previous fiscal year, activities of the Commission with respect to 
industry incentives were limited primarily to the processing of requests for 
reconsideration of applications for accelerated tax amortization previously de- 
nied, in whole or in part, scope amendments, and other postcertification actions. 
Some 75 such requests were handled during the reporting period. 

Surveys were made in connection with applications for necessity certificates 
to cover the construction of transportation facilities to serve military instal- 
lations. Commission recommendations with regard to findings and conclusions 
on these Department of Defense support projects were forwarded to the Office 
of Defense Mobilization. 

3. Supply and equipment requirements for mobilization.—Industrial studies 
were conducted and conferences were held with representatives of the Business 
and Defense Services Administration with respect to domestic civil requirements 
for transport equipment and revised estimates of production goals for mobiliza- 
tion readiness. 

A study was conducted in the street and highway area of transportation to 
determine minimum production levels considered necessary for each year of 
a postulated 3-year period of full mobilization, in order for the highway trans- 
port industry to meet the essential demands upon it during such a period. 
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This study followed the long established policy of periodic surveys to determine 
estimated requirements in the various areas of domestic transport, storage and 
port industries, and applied current factors and assumptions to the general 
pattern of previous surveys. 

Justifications were prepared and recommendations made for additional 
transportation items to be included in the standby list of essential activities 
of the BDSA. These consisted of: (a) urban transit equipment and services; 
(b) railroad passenger cars; (c) essential civilian automotive vehicles; (d) 
motor truck equipment and services; and (c) intercity and school buses. 

4. Transportation damage assessment.—The Commission participates in activi- 
ties of the National Damage Assessment Center operated by the Office of De- 
fense Mobilization. This center collects factual data on all facilities in the 
United States which are vital to national survival and which are subject to 
damage from enemy attack. 

The center was able, during Operation Alert, 1957, to furnish the ICC 
machine processed data with regard to losses sustained by fixed transporta- 
tion facilities (railways, waterways, highways) as a result of simulated attacks, 
This information proved so important in analyzing the postattack situation 
that we asked the center to program for us similar data on transport equip- 
ment and rolling stock, A new member of the Transport Mobilization Staff 
was assigned in August 1957 to develop the necessary inventory data, to serve 
with the center and assist in its various activities relating to transportation, 
and to improve our own war room and connected damage assessment facili- 
ties. 

(c) Mobilization planning and emergency operations programs and projects 

1. Mobilization and emergency plans.—ICC planning activities include review 
and recommendation with regard to transportation sections of ODM national 
plans, preparation of implementing agency plans, and development of special 
plans for transport operations under assumed emergency conditions. This activ- 
ity is a continuing one in order that its intended measures keep pace with na- 
tional assumptions and all phases were involved during the reporting period. 

Transportation sections of the two major national plans (classified) were 
improved both as to action steps and supporting readiness documents. Work 
was begun on agency plans to implement national plans. In this connection, 
a number of worthy suggestions as to standby measures were received from 
the executive reservists. 

A deficiency in our planning with regard to the traffic load likely to be im- 
posed upon national transportation systems during emergencies was recognized 
and action taken to correct it. A system was developed whereby major trans- 
portation user agencies (FCDA, DOD, Department of Agriculture, HEW, AEC, 
etc.) would furnish us forecasts of their planned or anticipated major move- 
ments which would be of su*h scope as to possibly upset national traffic 
patterns, The agencies were very cooperative in supplying this information, it 
was used during Operation Alert, 1957, and will become a valuable addition to 
the planning effort. 

With the beginning of the new fiscal year (July 1957) work was resumed on 
special plans for routing traffic around major target centers which might be 
subjected to enemy attack. A pilot plan for the Kansas City area was used asa 
basis for securing the cooperation of FCDA in this effort and for assigning new 
projects to field agents of the Commission’s Bureau of Motor Carriers. 

Other aspects of mobilization planning are covered elsewhere in the report. 

2. National transportation policy for war.—The working group on transporta- 
tion problems incident to enemy attacks on the continental United States (a sub- 
committee of the ODM Interagency Committee on Defense Transportation and 
Storage, which is chaired by the ICC Chief of Mobilization Planning) completed 
action on the manual Policies for Mobilization and Use of the Nation’s Trans- 
portation for War, March 27, 1957. This manual which has been developed 
upon the request of the Director of the Office of Defense Mobilization, had a 
favorable reception by all agencies involved in transportation mobilization ac- 
tivities. It enumerates some 50 major policy principles to govern various 
aspects of transportation organization and operations during periods of extreme 
national emergency. 

A companion manual Establishment of Emergency Defense Transportation 
Organizations and Operating Procedures was drafted by FCDA and was under 
consideration of the working group at the close of the reporting neriod. 

Together these two texts are expected to be particularly helpful to local civil 
defense officials and to industry in formulating emergency transportation plans, 
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3. Emergency port utilization and control.—The Interagency Committee on 
Port Utilization, which is chaired by the Commissioner responsible for Defense 
Production Act functions, was very active during the year. Work was completed 
on an outline plan for local port control in time of national emergency or war and 
the plan forwarded to the ODM Committee on Defense Transportation and Stor- 
age. A proposed transport mobilization order giving the port controller power to 
remove freight from ports in order to reduce congestion in \time of war. was 
developed. 

The American Association of Port Authorities, which had its 45th annual 
convention in Philadelphia during September 1956, proposed and adopted a reso- 
lution endorsing the ODM plan for control of port. utilization as presented to them 
by the Chief of Mobilization Planning of the ICC during their previous conven- 
tion. The presentation was incorporated, verbatim, in the annual report of the 
association’s committee on national defense. 

In consideration of ICC’s inability to adequately fulfill its responsibilities for 
emergency port planning, due to lack of funds and personnel, action was taken 
to subdelegate certain defense mobilization activities of the Commission to the 
Maritime Administration. On April 12, 1957, the Commission issued a delegation, 
of authority to the Maritime Administrator under which the latter would under- 
take these activities within a broadened scope of its existing programs, Under 
this delegation the Commission reserved its authority to exercise priorities 
and allocations and to advise with respect to orders, regulations, and directives 
insofar as they might affect port facilities. Commission chairmanship of. the 
important interagency committee was also maintained. Preliminary report of 
the Maritime Administration to this committee indicated that considerable 
progress was already being made with respect to the establishment of a central 
repository for plans and studies developed throughout Government in the field of 
emergency employment of the Nation’s port facilities. 


Til. SUMMARY OF STANDBY PROGRAMS DESIGNED TO MEET ANY FUTURE EMERGENCY 


Standby programs, regulations, and procedures that would be required for full 
mobilization controls in any type of emergency have been developed for each of 
the segments of domestic transport, storage, and port areas subject to the Com- 
mission's jurisdiction. These programs have been developed upon the basic 
concept that the domestic transport, storage, and port industries would operate 
their own facilities; that industry should be given every opportunity to effect 
necessary controls by voluntary action, prior to any imposition of Government 
orders or regulations; that Government orders or regulations would be issued 
only when the voluntary actions proved insufficient or when such orders or regula- 
tions would be necessary to protect the industry or required to give legality to its 
voluntary actions; and that the plans would be sufficiently flexible to allow 
progressive applications depending upon the nature and degree of the emergency. 

The Commission's standby programs include measures with respect to both 
regulatory and claimant functions of the Commission or a wartime transport 
agency. The programs cover (a) traffic movement, (b) facilities protection, 
(c) conservation, (d) storage, (e) equipment and materials, requirements, allo- 
eation, and rationing, (f) manpower, and (g) transport operational plans. The 
regulatory programs contemplate close cooperation by any emergency transporta 
tion control organization that may be established with the Interstate Commerce 
Commission in the promulgation of orders or regulations affecting those carriers 
with respect to which the Commission has authority. The programs further 
envisage that the field force needed to administer policies, orders, and regulations, 
will be built around the existing field offices and personnel of the Interstate 
Commerce Commission. 

A special series of ICC transport orders, which had been previously issued 
during national training exercises, were revised and issued on December 17, 
1956, as transport mobilization orders. These TM orders, by their terms, are 
scheduled to become effective automatically upon the proclamation by the Presi- 
dent or the Congress of the existence of a state of civil defense emergency and 
may be implemented by ICC field agencies without further direction from the 
national level. These orders cover such matters as (@) priority for the trans- 
portation of military personnel, accredited civil defense workers, and United 
States mail, (b) establishment of general embargoes for a limited period of time 
on all shipments to attacked areas, except FCDA, DOD, and AEC shipments, 
(c) establishment of a permit system to control traffic to stricken areas after this 
initial period, (d) authority to divert rail and highway traffic over any available 
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route, (¢) inventory and disposition of urgently needed food and medical sup- 
plies in the possession of carriers, (f) procedure for diposal by carriers of 
undeliverable shipments, (g) establishment of controls over the movement of 
liquid transport vehicles, (h) prevention of speculative transfers and changes 
in terms governing use of port facilities, and (i) control of freight shipments 
to or within port or storage areas. 


Changes in organization 


The transport mobilization staff of the ICC is supervised by the Commissioner 
in charge of the Bureau which administers car-service functions of the Commis- 
sion. During most of the reported period this staff consisted of 8 classified 
employees with the assistance of 4 w. a. e. and 6 w. o. c. consultants. The small 
number of nonadministrative employees did not warrant a formal organization 
structure and each person was engaged in assigned phases of mobilization 
planning and continuity of Government programs. 

Funds allocated for transport mobilization staff functions in the 1958 ICC 
appropriation allowed an expansion of the staff to 15 members in August and 
September 1957. The number of consultants was reduced by two. A formal 
organization of three functional groups was established under the Chief of 
Mobilization Planning. The continuity of Government group had responsibility 
for assuring the continuity of essential functions of the Commission and Gov- 
ernment relocation activities both at the agency headquarters and in the field. 
The industry readiness and requirements group was charged with programs 
relating to manpower and materials requirements, industrial security and incen- 
tives, and for transportation damage assessment. The mobilization planning 
and transportation operation group had the task of developing agency policies 
and plans relating to overall policy and planning guidance furnished by ODM 
and for the accomplishment of programs for improving transportation opera- 
tions during attack or other mobilization conditions. 

The transport mobilization staff continued to rely upon other offices and bur- 
eaus, and the field staff, of the Commission in many of the detailed aspects of 
its program. Beginning with fiscal year 1958 a new system whereby these 
offices would be reimbursed from transport mobilization staff funds for services 
rendered was instituted. 


IV. MAJOR PROBLEMS CONFRONTING ICC 


Major problems confronting the ICC in carrying out responsibilities under the 
Defense Production Act may be categorized as jurisdictional, doctrinal, tech- 
nical, and administrative. 

The major jurisdictional problems faced by the Commission during the report- 
ing period, and which have not as yet been completely resolved have to do with: 
(1) the relationship of the Commission with other departments and agencies in 
implementing the emergency transportation control agency; (2) the status of 
local transport and transit with regard to FCDA responsibilities for planning 
in this field; and (3) the status of the petroleum transportation planning func- 
tion; including rationing criteria, as between ICC and the Department of In- 
terior. Interagency discussions aimed at a solution to these problems were 
underway. 

The major technical problem in ICC’s mobilization effort has to do with 
obtaining accurate and up-to-the-minute inventory data on the Nation’s trans- 
portation equipment and facilities and reliable estimates of potential wartime 
traffic loads. Measures are being taken to overcome these difficulties. 

There is still need for considerable improvement in the continuity of Gov- 
ernment program. More people need to be trained for relocation duties. New 
security policies are needed in order to extend field participation in alert and 
emergency activities. 


DEPARTMENT OF AGRICULTURE 


DEPARTMENT OF AGRICULTURE, 
Washington, D. C., September 26, 1957. 
Hon. A. WILLIS ROBERTSON, 
Chairman, Joint Committee on Defense Production, 
Congress of the United States. 
DeAR SENATOR ROBERTSON: In response to your request of August 8, we take 
pleasure in submitting to you the Annual Report of the Defense Activities of the 
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Department of Agriculture covering the period September 1956 to September 
1957. 

We have endeavored to cover all of the points outlined in your letter. Our 
report summarizes defense mobilization planning and programs under the 
Defense Production Act, as amended, and assigned to the Department by 
Executive Order 10480. The report includes also the development of plans 
dealing with food as a resource under various mobilization conditions assigned 
to the Secretary of Agriculture by Defense Mobilization Order I-9. The 
authority for this delegation of responsibility to the Department stems primarily 
from the Defense Production Act but includes also assignment of responsibilities 
under related defense legislation. 

Sincerely yours, 
RALPH S. ROBERTS, 
Administrative Assistant Secretary. 


I. PRoGRAMS AND AUTHORITIES 


1. Defense mobilization programs of the Department of Agriculture 


The following defense programs were conducted by the Department during the 
year under authority of the Defense Production Act, as amended, and related 
defense legislation. These programs included: 

(a) Periodic evaluation of requirements and supplies of food (including 
fibers, tobacco, and oilseeds) and supporting nonfood materials and facilities. 

(vb) Identification and solution of any potential food supply problems, 
including’ analysis of regional food supplies and development of data and 
procedures for estimating local needs in an emergency. 

(c) Cooperation with other agencies to solve problems which relate to 
items not completely under the Department’s jurisdiction. 

(d@) Development of standby plans relating to the production, processing, 
and distribution of food and the domestic distribution of farm equipment 
and commercial fertilizer. 

(e) Cooperating with the Office of Defense Mobilization in the develop- 
ment of stabilization measures as they relate to mobilization. 

(f) Cooperating with the Department of Labor and other agencies with 
respect to manpower. 

(g) Assisting the Office of Defense Mobilization in matters relating to 
stockpiles of strategic and critical materials. 

(h) Providing guidance and leadership in the development of plans and 
programs to assure continuity of vital food facilities in event of attack. 

(1) Development of plans to assure the continuity of essential functions 
of the Department in the event of attack. 

Other defense-related programs carried on by the Department during the year 
included specialized responsibilities of the Department under FCDA.Delegation 2 
relating to food for attacked and support areas, biological and chemical warfare 
against plants and animals and fires in rural ares. 


2. Authorities 


There was no change during the year in the authorities under which the Depart- 
ment conducted its defense programs. These included the Defense Production 
Act, as amended, together with Executive Order 10480; the National Security 
Act of 1947; the Strategic and Critical Materials Stock Piling Act of 1946; the 
Universal Military Training and Service Act; the Reserve Forces Act of 1955; 
and the Department’s own enabling legislation. 

Under the foregoing legislation and various amendments, defense planning and 
programs as they relate to food’* have been assigned to the Department by Execu- 
tive Order 10480. Defense Mobilization Order I-9, issued by the Office of Defense 
Mobilization under authority of the Defense Production Act, Executive Order 
10480, the Strategic and Critical Materials Stock Piling Act and other authori- 
ties assigned to the Secretary of Agriculture responsibility for the development 
of plans dealing with food as a resource under various mobilization conditions, 
including attack on the United States. This order made nine general assign- 
ments to the Department which are reflected in the list of current defense pro- 


1As used in this report the term “food” is defined broadly as in Executive Order 10480 
to include all commodities or products capable of being consumed by humans and animals, 
as well as fats and oils, naval stores, tobacco, wool, mohair, cotton, hemp, and flex fiber 
until they lose their identity as agricultural commodities. 
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grams of the Department in the first paragraph of this report. Accordingly, the 
report is organized around the assignments in DMO I-9. 


Il. SUMMARY OF DEFENSE ACTIVITIES CARRIED OUT UNDER DMO I-9 


A. PERIODIC EVALUATION OF ESTIMATED REQUIREMENTS (INCLUDING MILITARY, EXPORT, 
AND CIVILIAN) AND SUPPLIES OF FOOD (INCLUDING PROBARLE IMPORTS) AS DEFINED 
BY EXECUTIVE ORDER 10480, TOGETHER WITH ESTIMATED REQUIREMENTS FOR SUP- 
PORTING NONFOOD MATERIALS AND FACILITIES FOR THE CURRENT PERIOD AND FOR 
FULL MOBILIZATION 


1. Requirements and supply cstimates relating to food 

The Department is continuing its analyses and evaluation of current and 
prospective requirements and supplies of various food commodities. The pri- 
mary purpose of these analyses is to determine the ability of the United States 
to supply the necessary food requirements in any type of an emergency period 
and to determine before they occur the areas where major food problems may 
develop. These analyses also serve as a basis for the determination of the 
Department’s emergency policies with respect to strategic food stockpiling, ade- 
quacy of nonfood requisites, and food-processing capacity, and as an aid in the 
preparation of standby orders and priorities for use in emergency for production 
and distribution of food. Duplicate data are kept in the Department’s National 
Relocation Center for use in test exercises and for immediate use in the event 
of an emergency. 

In the preparation of these requirements and supply analyses, data are devel- 
oped by the commodity specialists to show the latest estimates of production and 
disposition of all the major farm products, together with such related factors as 
crop acreage, yields, livestock numbers, and prices. Available inventory data 
for national food stocks are maintained where possible for all seasons of the year, 
with particular emphasis on periods when certain supplies may be short. Veri- 
odic reviews of these data indicate that normal stocks of most of the nonperish- 
able food products are sufficient to supply the population of this country for at 
least 30 days. Stocks of some items, such as dry beans, dry milk, cheese, canned 
goods, wheat, and rice, are usually adequate to supply normal requirements for 
considerably longer. For example, the supply of wheat before harvest this year 
was enough for nearly 2 years of domestic civilian consumption. 

Stocks of perishable foods in the hands of processors and wholesalers, however, 
vary from less than enough for 1 week’s consumption to several weeks’ supply, 
depending on the season of the year and the type of product. Many such perish- 
able foods, such as poultry and livestock products, are produced in considerable 
volume on a daily basis throughout the year in most parts of the country. Many 
locally produced fresh fruits and vegetables are available on a seasonal basis 
only, and in other seasons supplies are shipped in from other areas. 

Operation Alert, 1957, provided the Department with the best test to date of 
agriculture’s ability to feed the people in a postattack situation: This test pro- 
vided, for the first time, an idea of the magnitude of the effects which might be 
expected from fallout. On the basis of the fallout intensities provided by ODM 
and FCDA, and safety standards previously prepared, the Department specialists 
estimated the proportion of crop and pasture land receiving intensities of fallout 
which would preclude continued cropping, the areas which wouid be unsafe for 
production of milk, and the numbers of livestock likely to be lost as a result of 
fallout. 

Analyses were also made in Operation Alert, 1957, of the probable damage to 
each major type of food stocks and to facilities for production and processing 
foods. Checks were also made to determine if remaining facilities were ade- 
quate to provide food requirements of the remaining population. The effects of 
fires set by bombs on forested areas were analyzed, using the current weather 
conditions, and results indicated that this would be a very serious problem in 
certain forested areas. Lack of ability to fight such fires under these assumed 
conditions would have meant that the fires would burn uncontrolled until they 
met natural barriers. Relatively little cropland would have been in the burned- 
over areas. 

To learn more about area problems, regional analyses of food requirements and 
supplies are being made. The analysis for the New England area has been 
completed and a similar analysis of the West Coast States is currently under 
way. Inadequate data on stocks of some items by States and regions are a 
major deterrent to our analysis of the adequacy of regional supplies for emer- 
gency use. 
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As a part of the interagency planning work, the Department cooperated with 
the Office of Defense Mobilization and other agencies in the preparation. of 
A Listing of Essential Survival Items With Underlying Criteria and Assump- 
tions. An amount of food adequate to support an active population is considered 
essential and food groups are listed with the recommendation that whenever 
possible the daily diet should include one or more foods from such group. It is 
recommended also that the daily diet include a minimum of energy food value 
which should average 2,900 calories per person, as measured at retail, for the 
12-month period following an attack. 

In order to determine the quantities of basic foods needed to provide the mini- 
mum requirements outlined above, procedures and consumption guides have been 
developed for quantities of food and transportation needed to feed a given 
number of people during a specific period of time. The amount of each food 
group required to feed 10,000 people for a week has been determined on the basis 
of selected foods and 2,900 calories per day for each of the four major regions of 
the country. These required amounts are based on the caloric value of each food 
group, and expressed in terms of pounds and carloads. This method of estimat- 
ing reyuirements allows flexibility and substitutions between products and groups 
in estimating food needs. In the event of shortage of some foods, no difficulty 
should be encountered in estimating the revised requirements to provide for 
increased use of other foods on the basis of the caloric values of these foods. 
As quickly as data are available on the number of people to be fed and the quan- 
tity of local food supplies available, these standards would provide a basis for 
estimating the quantities of foods and shipping facilities needed for any area. 

Examples of some special requirements analyses which have been made for 
certain major food commodities and for food at the wholesale level follow. 

Periodic evaluation of meat production and supplies, including prospective 
imports and prospective changes in output, was made. This information is 
compared with indicated or estimated requirements (including military and 
civilian). In addition, analyses were made of trends in livestock numbers, pro- 
duction, and disappearance. As part of an overall commodity problem, a study 
was completed relating to storage stocks of meat at local levels based on certain 
assumptions of distribution, distribution practices, consumption patterns, ete. 
This work served principally to point up possible methods of estimating local 
stocks of meat and meat products where data are entirely lacking or are 
fragmentary. 

Those studies and analyses of meat production and supplies, storage stocks of 
meat at local levels, and meatpacking capacities by cities, States, and regions, 
while conducted as a part of the Department’s regular programs, are of tremen- 
dous value in projecting mobilization requirements ard in other defense planning 
work. 

Evaluation of essential requirements and supplies of sugar was made periodi- 
eally throughout the year. Primary distributors’ total weekly deliveries and 
stocks, monthly deliveries by States of destination, and quarterly deliveries by 
types of buyers by regions of destination were obtained and analyzed. The 
origin of sugar supplies was frequently reviewed. In add‘tion, total stock posi- 
tions of retailers, wholesalers, and industrial users as of December 31, 1956, 
were obtained through a special survey and utilized in conjunction with other 
data in reviewing current and mobilization requirements. 

In the case of fruits and vegetables the reviews were conducted seasonally on 
fresh and processed vegetables, potatoes, and sweetpotatoes. These data were 
used in defense planning work as well as in the Department’s continuing pro- 
gram for production of fruits and vegetables. 

Estimates of current and emergency requirements and supplies of tobacco, 
tobacco products, and naval stores products were also kept currrent. An analysis 
was made, based on current supply and consumption data, of requirements under 
full mobilization conditions without attack or full mobilization with attack on 
the United States. 

Projections on the supply and requirements for stockpile commodities of 
agricultural origin such as palm, sperm, castor, and coconut oils are periodically 
developed in cooperation with the Office of Defense Mobilization. 


2. Requirements and supply estimates for nonfood materials and facilities 


As in the case of food, USDA continued its evaluation of the supply and re- 
quirements for nonfood materials and facilities essential to food production and 
distribution and cooperated closely with other Government agencies in developing 
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requirements both for the current period and under conditions of partial or full 
mobilization. 

Farm machinery and operating supplies —During the year mobilization proj- 
ects previously developed covering farm machinery and a wide variety of equip- 
ment and operating supplies have been broadened and brought up to date. New 
and current statistical data have been incorporated which include not only the 
overall production and shipments, but also records of the proportionate share 
which agriculture uses as requisites in the production of food and fiber. 

Once again the Department made a survey of the usage of aluminum in 
portable irrigation systems. This information is not collected by any other 
agency and it is required for several purposes here in the Department of Agri- 
culture. This has been conducted on an informal basis, and from this informa- 
tion different types of correlations are made. 

During the past year the Department provided consultation and advice to the 
Department of Commerce on the revision of the standard industrial classification 
code and on a revision of their schedule B classification. Work was done with 
the Bureau of the Census and with the Farm Equipment Institute statistical 
committee in refinement and broadening out of the Facts for Industry series. 
Considerable work was also done with the Bureau of Foreign Commerce in 
revising export classification codes to fit current conditions. The services of 
the Department were also utilized by the Construction Machinery Division in 
Commerce in reclassifying machinery handled in that area and the Bureau of 
Internal Revenue in revision of bulletin F, Depreciation Schedule on Farm 
Machinery and Supplies; also with the Department of Labor on price indexes 
and with BDSA on materiais consumption reporting, in addition to the routine 
services provided for the various agencies in the Department on farm-machinery 
problems, surveys, etc. 

The following requirements for farm operating supplies are being developed 
for a “plan C” situation (full mobilization without attack on the United 
States) : 

Third-quarter requirements for gasoline were developed as a part of 
those for the entire year, by States, for the various types of gasoline- 
consuming machines on farms. The annual requirements were distributed 
among the four quarters according to the type of machine. State require- 
ments for the third quarter were grouped by ODM regions for use in 
Operation Alert 1957 ; 

Requirements for electric energy for food processing are being de- 
veloped. The major difficulty is in prorating among the various ODM 
regions the power required for processing each kind of food. The census 
regions do not conform to the ODM regions, and the information for many 
States cannot be given by the Census Bureau due to its policy not to 
disclose individual plant data ; 

During the second quarter of 1957, requirements for farm trucks were 
revised and sent to the Interstate Commerce Commission. 

In response to a recent request from one of the farm organizations, new 
estimates have been made as to the amount of crude petroleum and raw rubber 
required to meet the needs of farms. 

During the year, two meetings were held in connection with an interest shown 
by the Bureau of the Budget in an overall system of reports in the use of build- 
ing materials by all segments of the economy. Out of this grew a recommendation 
by this Department that (1) a benchmark survey of on-farm use of building ma- 
terials be made every 5 years, (2) an interim annual survey be made of the 
more important phases of the benchmark survey, and (3) a monthly and 
quarterly survey of certain phases might be feasible after the other two had 
become established. 

The Department has made an analysis of the amounts and relative efficiency 
in the use of rail transportation facilities as measured by nutritional value. 
This analysis would be helpful in an emergency for determining minimum trans- 
portation needs for food for planning efficient utilization of available facilities. 
Similar studies of truck shipments will be undertaken when data become avail- 
able. The Interstate Commerce Commission is currently collecting certain 
additional information on shipments, and the Bureau of the Census has proposed 
that certain additional information be collected on truck shipments and facilities. 

Food processing and containers.—Special emphasis was given the need for 
very close liaison with the Containers Division of the Department of Commerce 
in preparation for or during an actual emergency. It has been agreed that a 
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close working relationship will be maintained, standby orders perfected, and 
working agreements developed to place the containers operation in effective 
standby condition. 

A study was prepared of the Korean period construction data as regards food, 
feed, and fiber processing and food distribution facilities for the purpose of 
including all of the construction during that period. A limited period had been 
used heretofore. The new study will permit a broader and more accurate 
base from which to project emergency food plant construction requirements. 

The Department participated in a field survey and other studies to develop 
information necessary to furnish data to ODM with regard to a decision by 
that agency affecting the importation of foreign manufactured baler and binder 
twine. The decision, which was considered as unfavorable by the domestic 
United States industry, has been appealed by the industry to ODM and USDA 
will furnish representation on a task force which is charged with reevaluating 
the considerations and developing new information consistent with the appeal. 

Basic data were developed with regard to the quantities of foods of various 
basic types packaged in glass containers in the United States. This informa- 
tion is significant in the development of future glass container requirements. 
While the Department is not directly responsible for glass manufacturing 
eapacity information, much of this information will be of value in the event 
of a war emergency. While the glass study was under way, a considerable 
amount of basic information was developed on the glass container closure in- 
dustry which will be useful in the event of an emergency. 

Data were developed and made a part of the basic defense records, regarding 
the quantities of food packed per base box of tinplate by specific can sizes 
utilizing the latest available information in the basic food commodity areas. 

Fertilizer and pesticides.—The Fertilizer Situation for 1956-57 was published 
in June 1957 as a general review of the supply picture for the fertilizer year just 
ending. Supplies of the three primary plant nutrients (N, P:0;, and K.O) 
for domestic use were estimated, and statistics provided showing the trend in im- 
ports and exports of nitrogenous fertilizer materials. Opportunities for profitable 
use of larger quantities of fertilizer were reviewed. 

The Pesticide Situation for 1956-57 was published in April, the fifth in this 
series of annual reports. Supplies of pesticides continue to be ample with larger 
amounts produced in 1956 than ever before. Domestic disappearance of leading 
pesticides rose considerably over the previous year. The total dollar value of 
pesticide exports ($81,137,000) was nearly $2,500,000 higher than in 1955. 

During the past few years the Department has cooperated with industry in 
collecting data on inventories of pesticidal chemicals. The third annual survey 
of pesticide stocks was made in the fall of 1956. An appreciable increase in 
inventories over the previous year comprised largely the primary producers’ 
stocks of technical chemicals. These were up about 70 percent. 

In order to assure an adequate supply of calcium arsenate for cottongrowers 
in 1957 without encumbering the manufacturers with burdensome end-of-season 
inventories, monthly surveys of production and producers’ stocks were made 
from March through July 1957. This survey was at the request of the eight 
producers so as to provide them with information earlier than the data ordi- 
narily would be available. 

The Department has cooperated during the year with the Bureau of the 
Census, the Tariff Commission, Business and Defense Services Administration, 
and the Bureau of the Budget relative to the collection of statistics showing 
production, stocks, imports and exports of pesticides and other agricultural 
chemicals. It is expected that more detailed figures on pesticide exports will 
soon be available from the Bureau of the Census. 

Forest Service.—Work is continuing on the collection of information on forest 
resources and timber industries in the United States. Considerable basic in- 
formation has been assembled that would be useful for emergency timber pro- 
duction programs. Some tests of assembled information were made during 
Operation Alert, 1957. 

Rural Electrification Administration—The Rural Electrification Administra- 
tion completed the third annual survey of electric borrowers’ construction plans 
and loan requirements. The survey measures, in dollars, the borrowers’ annual 
construction plans for the period 1958-62, and shows the plans for financing 
construction. This survey showed that borrowers expect to spend about 20 
percent more for construction during the next 5 years than they indicated in 
the last survey. The fourth annual survey is nearing completion and results 
from it will become available in September. 
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Attached to this report is a summary of the supply-demand situation for 
nonfood materials, facilities, and manpower used on the farm and by the food 
industry for the period covered by this report (exhibit 1). 


B. CURRENT ACTIVITIES RELATING TO THE EXPANSION OF PRODUCTIVE CAPACITY AND 
SUPPLY ; RECOMMENDATIONS ON EXPANSION GOALS AND PROGRAMS NEEDED TO OVER- 
COME DEFICIENCES IN THE MOBILIZATION BASE; AND ON REQUESTS FOR RAPID TAX 
AMORTIZATION AND LOANS AND PROCUREMENT CONTRACTS 


1. Food production programing and special production-procurement programs 


(a) Castor beans.—The seed stockpile of castor beans maintained as a standby 
aid to increase emergency period castor-bean production has been tested and 
resu'ts showed that rotation is not necessary this year. 

(bv) Ertra-long-staple cotton—Commodity Credit Corporation now holds for 
the Secretary’s account only about 450 bales of extra-long-staple cotton acquired 
from the 1952 crop under the Defense Production Act of 1950. Since December 
1954, about 30,750 bales have been sold. 

A revised determination has been made by the Office of Defense Mobi'ization 
that there is no longer any need to stockpile extra-long-staple cotton based upon 
the finding that sufficient long-staple cotton can now be grown domestically to 
meet anticipated military and essential civilian needs. A plan for disposition 
of such cotton he!d in the national stockpile was developed and has been sub- 
mitted to Congress for its approval. Congress has already authorized and CCC 
is disposing of 50,000 bales already released from the stockpile. 


2. Expansion of productive capacit)) and supply 

Long-range survival under emergency conditions depends in large measure 
on ability to produce food in sufficient quantities. While the productive capacity 
of the food industries in the United States is generally adequate, certain actions 
are being taken now which have a direct bearing on ability to produce food in 
an emergency. 

The soil bank does, for example, provide a standby productive capacity which 
ean be used in an emergency, although this is not its primary purpose. 

Where preblems exist with respect to strategic and critical agricultural ma- 
terials, the Department has been making a special ¢ffort to encourage increases 
in productive capacity. Currently there are no special production-procurement 
programs in effect, but the experience with the castor-bean and extra-long 
staple cotton programs has placed the Department in a position to he\p farmers 
expand production quickly if the need should arise. Seed stocks are teing main- 
tained for various strategie and critical agricultural commodities which would 
permit quick expansion of production. 

The Department has received no applications during the year for rapid tax 
amortization or defense loans for food or food facilities. Tax depreciation on 
such facilities is no longer authorized. 


C. COOPERATION WITH OTHER AGENCIES IN CORRECTING DEFICIENCIES IN FOOD PROC- 
ESSING OR DISTRIBUTION CAPACITY OR THE CAPACITY OF SUPPORTING INDUSTRIES ; 
CONSIDERATION OF MOBILIZATION REQUIREMENTS IN PLANNING AND CARRYING OUT 
REGULAR PROGRAMS OF THE UNITED STATES DEPARTMENT OF AGRICULTURE 


1. Cooperation with other departments and agencies 


The cooperation of the Department of Agriculture with other agencies of the 
Federal Government is increasing day by day as the efforts of all Government 
are united to strengthen and complete the mobilization base. 

The Department of Agriculture is primary claimant for materials for con- 
struction purposes for on-farm food production, food processing, and food dis- 
tribution facilities. It is not, however, responsible for the production of these 
nonfood materials and equipment. At the same time, the availability of nonfood 
materials and equipment is of vital importance in food production, processing, 
and distribution. The Department solves this problem by serving as a claimant 
for these materials before the agency or agencies having primary control re- 
sponsibility. In this connection, the Department works closely with the Depart- 
ment of the Interior on fuels and energy, the Interstate Commerce Commission 
on transportation and storage, and with the Department of Commerce on other 
essential items such as farm machinery, food processing machinery, containers, 
ete. 
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2. Consideration of mobilization requirements in regular programs of the 
Department 

The assignment of defense mobilization responsibilities to agencies of the 
Department which are already doing related work has insured effective coordina- 
tion and made it possible to take advantage of the knowledge and skills already 
available. These assignments have also resulted in economy of operation. 
Many of the current programs of the Department lend themselves with little 
adaptation to use in a wartime emergency. 


D. DEVELOPMENT OF STANDBY CONTROLS TO INSURE RAPID AND ORDERLY CONVERSION 
TO FULL MOBILIZATION, OR FULL MOBILIZATION WITH ATOMIC ATTACK ; COOPERA- 
TION WITH OTHER AGENCIES IN PLANNING OTHER DISTRIBUTION CONTROLS APPLI- 
CABLE TO FOOD REQUISITES 


The Department further revised the food section of Mobilization Plan C, which 
assumes full mobilization without attack on the United States. These revisions 
were based on results of a separate exercise sponsored by the Office of Defense 
Mobilization in January 1957. Revisions were also made in Mobilization Plan 
D-Minus, which assumes attack on the United States. 

During the year the defense planning committees of the Department and other 
groups worked on various standby plans and orders which are designed to imple- 
ment mobilization plans. For example, further work was done on general orders 
covering the set-aside of food as an aid in Government procurement, freeze of 
certain food commodities to prevent their dissipation in an emergency, use re- 
strictions to conserve and insure the most effective use, antihoarding measures, 
regulations governing the use of priorities, and regulations governing requisi- 
tioning. 

Some of these general orders require suborders in order to make them spe- 
cifically applicable to particular commodity areas. This is true, for example, of 
set-aside and of use restrictions. Progress has been made in the drafting of 
suborders and of other orders appropriate for individual commodity and func- 
tional areas. 

Most of the standby orders relate to food as such. However, some significant 
standby orders are being prepared in connection with the Department’s respon- 
sibility for the domestic distribution of farm equipment and commercial fer- 
tilizer. The Department is also working with other agencies of the Government 
in the preparation of standby orders which affect the Department’s food program. 

All standby orders appropriate for full mobilization with and without attack 
were tried out on a simulated basis in Operation Alert, 1957. The exercise 
stimulated preparation of additional orders and refinement of orders already in 
existence. A procedure for the internal processing of such orders and review by 
outside agency groups where necessary has been established and detailed records 
of order preparation are being maintained. 

The Department has recently received a detailed analysis, compiled by the 
Bureau of the Census, on the estimated man-days of food in wholesale and 
chainstore warehousing facilities. This material, identified by State, county, 
and city for the United States, is being reviewed currently for the purpose of 
evaluating potential problems in the food distribution field under conditions of 
stepped-up or full mobilization. 

As a part of the Department’s standby plans for an emergency, 184 wholesale 
grocery trading areas have been outlined on standard FCDA maps. For each 
such area, the following information has been assembled: 

1. Population. 

2. Population of each trading area as a percentage of total United States 
population. 

3. Foodstore sales in each area and relative percentage to total United 
States foodstore sales. 

During an emergency, this information would be required to determine the 
relative urgency and order of priorities required to reestablish food-distribution 
channels under conditions which would preclude normal food movements. 

In cooperation with the Interstate Commerce Commission, arrangements have 
been made to explore the problems involved in rerouting high-priority food ship- 
ments, including those foods in transit during a postattack period as well as 
movement of food from uncontaminated areas to points of critical need. Plans 
have also been made for the automatic rerouting of essential food supplies in 
the event communications are disrupted and normal traffic procedures cannot be 
folllowed. 











272 NATIONAL DEFENSE PRODUCTION 


E. COOPERATION WITH THE OFFICE OF DEFENSE MOBILIZATION IN DEVELOPING STABILI- 
ZATION MEASURES FOR FOOD WHICH WOULD BE SUITABLE IN THE EVENT OF FULL 
MOBILIZATION OR FULL MOBILIZATION WITH ATOMIC ATTACK 


During the past year the Department has given attention to the development 
of operating plans in the stabilization area. This applies particularly to the areas 
of price policy, emergency liaison on stabilization problems, and economic analy- 
sis. Preliminary work was undertaken with a view to the development of standby 
plans relating to these functions. 

Specifically these preliminary plans relate to the collection and coordination of 
statistical information, liaison with stabilization authorities, price policies in 
relation to stabilization programs, and related analysis. In connection with the 
above the Department has developed lists of the source materials considered 
essential to its operation. These materials relate basically to the principal 
statistical series and economic summaries and analyses necessary to general 
and/or commodity stabilization operations, including current publications to 
supplement long-time series. These source materials have been placed in the 
files at the USDA National Relocation Center and are being maintained on a 
current basis. 


F. COOPERATION WITH THE DEPARTMENT OF LABOR AND OTHER AGENCIES TO INSURE THE 
AVAILIBILITY OF MANPOWER NEEDED TO CARRY OUT FOOD PROGRAMS CURRENTLY AND 
IN FULL MOBILIZATIONS 


The Department of Agriculture developed and submitted to the Department 
of Labor data which can be used to determine manpower needed on the farms 
and in food processing and distribution. These data are assembled currently 
and additional analyses are made with reference to wartime conditions. Pro- 
duction information was provided with respect to crop-production guides, 
planted acreages, crop progress, estimated yields, etc. The Department also 
participated in meetings and discussions relating to operating programs and 
policies. 

Working in close cooperation with other departments and agencies, the De- 
partment participated in the development of lists of essential activities and 
critical occupations for use under current and wartime situations, and in the 
development of manpower programs which could be applied under wartime 
conditions. The Interdepartmental Technical Subcommittee on Essential Ac- 
tivities held regular weekly meetings during the past year for the purpose 
of developing recommendations for the revision of the standby list of essential 
activities. Much material submitted by proponents of the various activities 
is being reviewed in the development of these recommendations. The list of 
essential activities would be used as a guide for the procurement of military 
manpower under full mobilization. 

The manpower agencies continue to give full consideration to labor required 
for agricultural production. The Department of Labor, through its. Farm 
Placement Service, is strengthening its programs to more fully utilize the 
domestic labor force through expansion of its day-haul programs for local 
workers and the annual worker plan for those workers who migrate from 
area to area. It continues also to improve its foreign-labor programs by in- 
creasing emphasis on contract compliance, better housing, assurance of payment 
of prevailing wages and generally improved working conditions. The Selective 
Service System continues to recognize the importance of the year-around farm- 
hand as indicated by the level of about 25,000 II-C farm deferments which has 
been maintained during the past year. 

The President’s Committee on Migratory Labor submitted in September 1956 
a brief progress report to the President regarding its accomplishments since 
the Committee was appointed. Copies of this report were sent to all ASC 
State offices in order to keep personnel currently informed of the activities of 
this Committee. Its major efforts to date have been devoted to the problems 
of housing and transportation for migratory farmworkers. Primarily, as a 
result of these efforts, the Congress has enacted legislation which directed 
the Interstate Commerce Commission to develop and issue regulations gov- 
erning the interstate transportation by truck of migratory farmworkers. These 
regulations have recently been issued and it is hoped that they will correct 
to a large degree bad conditions which have existed for many years in the 
re of this segment of the farmwork force by privately owned 
rucks. 
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The Department is continuing its studies of hours of farmwork; labor 
productivity ; movement of migratory farmworkers; needs for migratory farm- 
workers and labor requirements for specific crops by States and method of 
handling. 

The annual estimates of labor input in farming and its productivity were 
developed for 1956. Benchmark estimates of man-hours used per acre of 
fruits and nuts in each State were made. Current estimates indicate that 
farm-labor productivity continued its upward climb in 1956 and reached a point 
36 percent above the 1947-49 average. 

The fourth annual issue of Changes in Farm Production and Efficiency 
USDA, ARS 48-55, August 1957, has been released. This report contains the 
major statistical series maintained by the Department’s Agricultural Research 
Service, including three important series pertaining to farm labor. 

A manuscript on Sugar Beet Labor in Northern Colorado was completed dur- 
ing the year and will be published as a Colorado station bulletin in the near 
future. 

The fieldwork phase of a study of the migration pattern and employment of 
migratory farmworkers who spend the winter in south Texas was completed. 
The project is expected to provide the first authentic picture of the important 
migration that originates in south Texas and moves through some 30 States each 
year. 

Fieldwork on the cooperative study of employment, recruitment, and place- 
ment of migratory farmworkers in New York State is continuing. 

Studies of the amount of farm labor used for overhead or farm maintenance 
jobs in six areas are in various stages. Fieldwork in the Nebraska area was 
done in 1955. The fieldwork in Michigan was conducted in 1956. Fieldwork 
has been and will be completed in 4 additional areas in 1957. These areas are: 

Coastal Plains tobacco area, North Carolina 
Piedmont cotton area, Georgia 
Fruit and vegetable farms in San Joaquin Valley, Calif. 
Livestock ranches in northern Nevada 
Relatively little is known concerning this important segment of farmwork. 


G. ASSISTANCE TO THE OFFICE OF DEFENSE MOBILIZATION IN FORMULATING PLANS FOR 
STOCKPILING CRITICAL AND STRATEGIC MATERIALS AND, TO THE EXTENT NECESSARY, 
IN THE ACQUISITION OF SUCH MATERIALS AND THE EXPANSION OF DOMESTIC 
SOURCES OF SUPPLY 


The Department participates with the Office of Defense Mobilization and 
other agencies in the formulation of goals for national-stockpile items. In this 
connection, technical assistance is provided in the development of basic data 
for strategic agricultural commodities, most of which the United States does 
not produce or produces in insufficient quantities. The Department also con- 
ducts research on improved varieties, production methods for certain strategic 
agricultural items, and substitutes for strategic and critical materials. Al- 
though agricultural in nature, many of these commodities fall outside the food 
category. 

Representation was provided on a number of ODM committees including the 
Interdepartmental Materials Advisory Committee, the Interdepartmental Fibers 
Advisory Committee, the Interdepartmental Forest Products Advisory Commit- 
tee, the Chemicals and Rubber Interdepartmental Advisory Committee, and 
other groups concerned with stockpile objectives, procurement policy, support- 
ing programs and a variety of matters affecting the operation of the stockpile 
program. 

The Department in cooperation with ODM and other agencies is also con- 
ducting studies of the need for emergency food stockpiling in addition to the 
national stockpile of strategic and critical materials. 


1. Stockpile research and experimental programs on strategic raw materials of 
agricultural origin or potential substitutes 


(a) Chemicals.—Small plants of belladonna for seed production were grown 
at Beltsville during the past season. The seed produced will be added to the 
stockpile accumulation from previous years which now totals approximately 35 
pounds of seed. This amount is sufficient to grow about 80 percent of the aver- 
age annual requirements for belladonna. 

In compliance with a request from the Office of Defense Mobilization, the 
Department is maintaining a stockpile of digitalis seed suitable for planting a 
domestic crop in case of an emergency. The bulk of this seed was collected in 
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1954 from plants growing wild on the Coast Range in western Oregon. Periodic 
germination tests are made to detect any significant changes in seed viability 
that would make it necessary to either grow or pay for the collection of a new 
supply of seed. The amount of seed stockpiled at the present time provides a 
reasonably safe margin above the minimum estimated requirement to plant the 
erop. 

The stockpile of opium poppy seed, which was produced in 1951, is maintained 
for possible emergency planting. Recent germination tests indicate that the 
seed viability is decreasing rather rapidly. It is anticipated that during 1958 
serious consideration should be given to replacement of the present stockpile. 
Consideration is also being given to the possibility of using a higher morphine 
variety from the breeding program as a replacement for the variety currently 
in storage. Several improved strains are being tested and increased. 

The stockpile of poppy seed, together with the method now developed for ex- 
tracting morphine from dry capsules, provides a basis for producing a substan- 
tial portion of the national morphine requirement within 2 or 3 years after 
declaration or an emergency. 

(b) Cordage fibers—Continued cultural tests with phormium indicate that it 
is well adapted to the coastal sections of upper California and Oregon. Selected 
clones of superior vigor and yield have been established. Recent experiments 
have centered on determining the maximum amount of planting material that in 
an emergency might be obtained from limited stocks of desirable clones. It has 
been established that by subdividing the offshoots that are ordinarily used for 
propagation purposes, several plants can thus be started instead of one. 

Results of spinning tests with kenaf indicate that mist retting, recently devel- 
oped this project, produces a quality of fiber almost equivalent to that pro- 
duced by conventional water-retting methods. If these results are substantiated 
by further tests, this would greatly simplify and reduce the cost of processing 
procedures. 

Seed stocks have been increased of strains that have been developed for 
resistance to the serious Colletotrichum blight. 

Further modification of the field ribboner for kenaf was continued with special 
attention being given to the grip pads and stripper ropes. In addition, a set of 
crusher rolls were fabricated for use when harvesting the larger, more mature 
stalks, although no apparent benefit was derived from its use on the small, less 
mature stands. 

tncouraging results and superior plant types of sansevieria continue to be 
obtained from interspecies hybrids. These are being evaluated for fiber yield 
and quality and for cold tolerance. Certain of them attain their growth more 
rapidly than does Sansevieria trifasciata. 

The plantings in the pilot plant operation near Lake Worth, Fla., have made 
excellent growth and are approaching the point where experimental studies on 
testing harvesting equipment and methods may begin. 

The sansevieria harvester has been constructed and successful field trials have 
been completed. Changes made in the raspador decorticator included an increase 
in the number of knives from 12 to 24 which resulted in a better cleaning job 
with no apparent loss of fiber. A total of 406 pounds of air-dried fiber was pro- 
duced for agronomic study of experimental plots. 

As noted in last year’s annual report, work on hemp as a strategic fiber crop 
has been discontinued except for very limited cytological work in connection with 
the completion of certain research papers. 

Seed stocks, including breeding lines developed, have been put in cold storage. 

(c) Oils—While no research is being conducted on substitutes for castor oil 
at present, since the stockpile of castor-bean seed would make it possible to pro- 
duce large quantities of castor oil in the United States, breeding and testing of 
improved varieties of castor beans is being continued. 

Castor-bean breeding was continued in California, Arizona, Texas, Oklahoma, 
and Mississippi to develop improved varieties for each area. New dwarf castor 
beans show promise of reducing harvesting difficulties and are being tested in all 
areas of production. “Dawn,” a new dwarf variety released in Texas, was 
grown on approximately 2,000 acres in 1957. 

A new normal internode variety, U. S. 415 hybrid, appears to be an outstanding 
variety for production under irrigation in Arizona and California. It has con- 
sistently produced yields ranging between 3,000 and 4,000 pounds per acre, which 
is higher than present commercial hybrids in most comparisons. Seed of four 
new inbred lines of castor beans has been distributed in small lots to commercial 
seed producers and plant breeders. As basic plant-breeding material, the new 
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lines possess valuable characteristics as high-yielding ability, desirable growth, 
and maturity, nonshattering and in some cases, resistance to various diseases. 
Two of the lines, U. 8. 415-9 and U. S. 51, are being used for commercial hybrid 
seed production in California, Arizona, and Texas. 

Progress in mechanization of castor-bean harvesting has been most encouraging 
during the past year. Two experimental harvesters were successfully used in 
the field during the past harvest season. One of these harvesters was a large 
machine designed and built cooperatively by the Kern County Land Co. and the 
United States Department of Agriculture for use in the tall-growing castor beans 
of the west coast. The experimental machine successfully harvested approxi- 
mately 75 acres the past season. The second experimental harvester was devel- 
oped and redesigned by the USDA in cooperation with the Oklahoma Agricul- 
tural Experiment Station and was successfully tested in the high plains of Texas 
on dwarf castor beans last fall. Several of these machines are being constructed 
for use during this coming season. 

A major manufacturer has been working on the redesign of their production 
combines to fit into the castor-bean harvesting program and has been cooper- 
ating with the USDA research engineers with respect to requirements for such 
a machine. It is understood that this manufacturer will have an experimental 
combine in the field this fall. 

Unofficial trade estimates indicate that commercial castor bean plantings in 
1957 were about three times larger than in 1956—or an increase from about 
5,000 to 15,000-plus acres. It appears this increase may be due in part to the 
improved varieties of castor bean seed and great improvement in castor bean 
harvesting equipment. 

(d) Rubber.—Research on the guayule project has been maintained on a 
standby basis, which has involved the selection for, improvement of, and 
maintenance of superior breeding and planting stock. The more promising 
strains and hybrids have been established in small test plantings in southern 
Texas. 

(ec) Tanning materials.—Research on canaigre was continued and an analysis 
of canaigre roots from breeding stock and agronomic experiments revealed sig- 
nificant improvement in quality. Several samples were found with over 40 
percent tannin and the purities of extracts from numerous samples were Over 
70 percent. This demonstration of such high quality strains indicates the po- 
tential for the future development of this source of tannin material. Shoes 
soled with 100 percent canaigre leather are still undergoing service testing by the 
Quartermaster Corps, and results are not yet available. 

Field experiments, chiefly concerned with developing more economical practices 
for growing canaigre and improving the quality of the roots for processing 
were continued. Analytical data obtained from more than 400 selected lines 
showed a high percentage with tannin contents over 35 percent (dry weight basis) 
and several analyzed over 40 percent. The lines with apparent high quality 
will be evaluated for yield potential in 1958 and the highest yielding lines will 
be increased as rapidly as possible. Yield data obtained from an irrigation 
experiment this past season showed that root yields increased consistently from 
9.8 tons per acre for 1 irrigation to 16.2 tons per acre for 8 irrigations. Each 
additional irrigation (8 acre-inches) increased the yield by approximately 1 ton 
per acre. 

Agronomic investigations with canaigre will be transferred from central Ari- 
zona to the Wellton-Mohawk area in the southwestern part of the State in 1958. 
Emphasis will be placed on developing cultural practices for new areas where 
costs of producing canaigre will be lower than in central Arizona. 

(f) Textiles—The American-Egyptian variety of extra long staple cotton, 
Pima S-1, continues to be popular with producers and is well liked by American 
spinners. During the past year it has been of increasing interest to foreign 
spinners. Ample seed was available for the expanded acreage that has been 
planted this season. 

Tests were concluded on the determination of the minimum amount of over- 
head gin cleaning and extracting machinery suflicient to obtain normal grades. 
In addition, pneumatic-type lint cleaners showed improvement in grade without 
apparent fiber damage. 

(g) Forest products.—The Department’s Forest Service has continued its eco- 
operation with the military agencies in the packaging of military material. 
Assistance was given in the preparation of a number of specifications for con- 
tainers and container materials. The problem of cushioning for aerial delivery is 
under study, with special emphasis on the use of paper honeycomb. 











276 NATIONAL DEFENSE PRODUCTION 


Chemical studies designed to lead to the production of useful chemicals from 
wood, particularly residues, were continued. Fundamental studies have yielded 
valuable data on yields and rates of reactions needed for process design. 

Work continues on a variety of problems for the Navy. These include methods 
of preservative treatment for naval vessels and methods of gluing such treated 
material as well as on methods for arresting or preventing decay on vessels, 
including those in the reserve fleet. 


2. Emergency food stockpiling 


As provided in section 201 (b), title II of the Agricultural Act of 1956, the 
Department is continuing a review and analysis of the need for strategic stock- 
piling of food in the United States and its Territories and in foreign countries. 
Four interagency task force groups studied and reported on various phases of 
the food stockpiling problem. 

The Department submitted to the Congress a preliminary report and analysis 
of the need for strategic stockpiling of food in the United States and its Terri- 
tories and in foreign countries on August 24, 1956. A further refinement and more 
detailed analysis of the strategic food stockpiling problem was submitted to the 
Congress in January 1957. An amplification and extension of the official 
Department position on strategic food stockpiling was presented by the Under 
Secretary to the consumers’ study subcommittee of the House Committee on 
Agriculture, on June 13, 1957. 

These reports indicate that on the basis of present conditions, the stock- 
piling of food does not appear to be justified. Because of the high cost and the 
numerous problems involved in storage, rotation, and administration of a food- 
stockpiling program, it is desirable to avoid Government-owned food stock- 
piles if this can be done without undue risk to the population. If a shelter 
construction program is approved as a matter of national policy, however, such 
shelters should be stocked with food. In the meantime, stockpiling of food on 
either a national or an area basis should be undertaken if a change in conditions 
demonstrates a clear and justifiable need, and after it has been determined 
that no satisfactory and less costly alternative exists for the safety of our 
people. 

Under conditions assumed for Operation Alert 1957, while the attack pattern 
would have caused extensive disruption of the normal distribution system and 
considerable damage to the food-processing capacity, the remaining food supplies 
would have been adequate to meet requirements of the estimated post-attack 
population. Stocks of some items already owned by the Government could have 
been shipped immediately or further processed for shipment as soon as trans- 
portation facilities were available. Most of the remaining food stocks were 
well dispersed throughout the uncontaminated areas. 

Analyses of probable emergency food supplies situation indicate that food 
distribution would be a more serious problem than food production or stocks, 
and would probably be the major concern of this Department during an imme- 
diate post-attack period. 

Imported food items, such as coffee, sugar, cocoa beans, tea, might be in rela- 
tively short supply at least temporarily following a nuclear attack on the United 
States. Since a substantial proportion of domestic stocks of imported foods is 
generally located in or near the major port areas, serious damage to these 
supplies could be expected. 

Even though tea and coffee have no food value, the importance of these im- 
ported foods from a morale standpoint justifies their inclusion in the list of 
essential survival food items. Domestic ports might be expected to suffer heavy 
damage in a nuclear attack on the United States and ocean shipping would 
undoubtedly be seriously affected. 

The situation relative to food stockpiling in United States Territories and 
possessions is markedly different than for continental United States. All of 
our Territories and possessions are dependent on ocean shipping for major food 
items—many of them import a major portion of their total food supply with 
most of these imports coming from continental United States. In view of the 
additional problems associated with food stockpiling in our Territories and pos- 
sessions, further study and refinement is needed to determine the feasibility of 
strategic food stockpiling in these areas. Since the Department of the Interior 
and territorial governments have responsibilities in these areas, a joint study 
to consider possible solutions has been proposed by this Department. 
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$. Barter 


The Department is instrumental in acquiring substantial quantities of non- 
food strategic materials through the barter of surplus agricultural commodities 
owned by the Commodity Credit Corporation. Strategic materials acquired in 
this manner are transferred to the national stockpile wherever possible. If 
they are not needed immediately for the national stockpile or other authorized 
disposition, they are held in CCO inventory. Strategic materials in CCC in- 
ventory are generally less costly to store than are the agricultural commodities 
for which they were exchanged. 

The barter program, carried out for the most part under authority of the 
Commodity Credit Corporation’s Charter Act «nd the Agricultural Trade De- 
velopment and Assistance Act of 1954, was utilized during the year for construc- 
tion of military family dependent housing in France in accordance with Public 
Law 968. Strategic and critical materials were transferred in substantial quan- 
tities from CCC inventory to the supplemental stockpile, as authorized by the 
Agricultural Act of 1956, and to the national stockpile. 

Acceptances under barter were suspended at the end of April to permit a 
detailed study by the Department of safeguards against the substitution of 
barter transactions for dollar sales without a net gain in total exports of agri- 
eultural surpluses. A revised barter program was announced on May 28, 1957. 

Participation in barter, as a contractor, is open only to a United States firm 
which can satisfy the Commodity Credit Corporation that a proposed barter 
transaction will mean a net increase in United States exports of the agricultural 
commodity involved. Proofs are to include assurances satisfactory to CCC that 
agricultural commodities exported under barter contracts will not be trans- 
shipped from the approved country of destination. The agricultural commodity 
or commodities must be designated in the barter contracts and the commodity 
must be exported to one or more designated friendly countries. The origin of 
materials must be designated and must be limited to friendly countries. Ma- 
terials may not be produced or processed in the United States. 

Based upon negotiations concluded prior to the announcement of the revised 
barter program, 92 barter contracts were signed between July 1, 1956, and June 
30, 1957, arranging for exchanges of agricultural commodities for equivalent 
value, as follows: $207.9 million in strategic and critical materials; $50 mil- 
lion for construction of military family dependent housing ; and $14.7 million for 
materials needed by other Federal agencies. The principal commodities which 
the barter contractors have been exporting to friendly countries are wheat, corn, 
grain sorghums, barley, oats, rye, rice, and cotton. 

From July 1, 1956, through June 30, 1957, strategic materials delivered were 
valued at $337.6 million and the cumulative total value of deliveries since July 1, 
1954, was $480.1 million. The cumulative value of transfers to the Office of 
Defense Mobilization since July 1, 1954, against minimum stockpile objectives 
totaled $124.1 million; against supplemental, $213.5 million. The balance of the 
strategic materials, valued at approximately $144 million, is being held in CCC’s 
inventories for subsequent transfer. 


4. Use of foreign currencies for stockpile acquisition and other purposes under 
Public Law 480 

(a) Purchase of strategic and critical materials.—The total amount of local 
currency earmarked for these purposes under title I, Public Law 480 agree- 
ments totaled the equivalent of $7.2 million as of June 30, 1957. 

(b) Military family housing.—As of June 30, 1957, the equivalent of $106.3 
million was tentatively allocated for the purchase or construction of military 
family housing under title I, Public Law 480 agreements with Austria, Finland, 
Italy, Japan, Portugal, Spain, and the United Kingdom. 

(c) Common defense.—As of June 30, 1957, title I, Public Law 480 agree- 
ments signed with Bolivia, Brazil, Chile, Iran, Korea, Pakistan, Peru, Taiwan, 
and Yugoslavia provided that $243.7 million, dollar equivalent, may be used to 
procure military equipment, materials, facilities, and services for the common 
defense. 


H. GUIDANCE AND LEADERSHIP IN THE DEVELOPMENT OF PLANS AND PROGRAMS TO 
INSURE CONTINUITY OF OPERATION OF VITAL FOOD FACILITIES IN THE EVENT OF 
ATTACK 


1. Facilities vulnerability studies 


Pursuant to the request from the Office of Defense Mobilization, the Depart- 
ment of Agriculture continued its analyses of the vulnerability of food facilities 
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together with certain facilities of importance to food supplies in the United 
States in the event of nuclear attack. These analyses were initiated in 1954 
and their current status is as follows: 

A total of 27 industry reports were completed and submitted to the Office of 
Defense Mobilization prior to the current year. One survey was made to obtain 
information on production capacity for a potential critical industry. The re- 
ports, which were listed in last year’s annual report, are being kept up to date as 
changes occur in location and/or capacities of facilities. 

Studies on the following industries were completed and reports forwarded to 
ODM during the current year: 

Dairy products processors: Condensed and evaporated milk—dry milk; 
Fats and oils processors (edible and inedible) : Vegetable oilseed crushing 
and vegetable oilseed refining facilities ; 
Beverage and spice processors: Cocoa and chocolate. 
Additional vulnerability studies are nearing completion, and others are in process. 

Quarterly analysis continued to be made showing locations of stocks of com- 
modities in CCC inventory suitable for immediate human consumption. These 
analyses are used as a measure of the success of the department’s policy to hold 
such stocks where they would be least vulnerable to damage by an attack and 
most available for postattack use, to the extent possible without greatly increased 
storage and transportation costs. Progress was made in the application of this 
Commodity Credit Corporation policy. Progress was also made in developing 
plans for the unloading of CCC-owned grain from the mothball fleet in event of 
an emergency. 

A tabulation was completed, showing location, types of structure and capacity 
by bin sites, for all Commodity Credit Corporation-owned bin storage facilities. 
In total, CCC-owned bins have capacity for about 991 million bushels in 909 
counties in 21 major grain-producing States. CCC also has 51 experimental bins 
at 4 sites in Alabama, Georgia, and Louisiana. There are 4,017 bin sites in the 
909 counties containing a total of 238,544 separate structures or bins. These 
bins are concentrated in the commercial corn areas, particularly in Iowa, Illinois, 
Minnesota, and South Dakota. None of these CCC bins is located in a critical 
target area, and very few are within the areas immediately adjacent to the 
target area cities. 

Through cooperative arrangements with the Internal Revenue Service the De- 
partment has obtained the location and output of tobacco manufacturing facili- 
ties as well as the location of storage facilities and the amount of leaf tobacco 
stored at each location in 1954. These data make it possible to make vulner- 
ability analyses as well as determining potential production capacity outside of 
critical tarvet areas. The Internal Revenue Service will be asked to furnish 
these data for the fiscal year 1957 as soon as they are available. 


2. Defense guides for commercial food facilities 

In line with the Department’s delegation of responsibility under DMO I-9 to 
develop guidance and programs for lessening industrial vulnerability of vital 
food facilities, the Department issued early in 1957 a guidebook entitled, “De- 
fense Guides for Commercial Food Facilities,’ known as Agriculture Informa- 
tion Bulletin No. 169. Approximately 48,000 copies of this bulletin have been 
distributed to the American food industry largely through the national food 
trade organizations. The Federal Civil Defense Administration has placed or- 
ders for approximately 20,000 copies, a copy to be made available to each of the 
local civil defense people. Copies have been distributed to field offices of the 
Department of Agriculture and to other interested Government agencies. The 
guidebook generally outlines measures which the food industry can undertake to 
lessen its vulnerability to enemy attack. 
3. Farmers’ bulletin on radioactive fallout 

Defense against Radioactive Fallout on the Farm, Farmers Bulletin No. 2107, 
was issued in June 1957. The publication was prepared by the Department’s 
Agricultural Research Service in cooperation with the Atomic Energy Commis- 
sion, the Federal Civil Defense Administration, and the United States Public 
Health Service. The bulletin outlines some of the measures farmers can take to 
protect their families, homes, and livestock from fallout. The original edition 
of 100.090 copies was distributed to farmers and farmer groups primarily 
through State extension service. In addition, 100,000 copies have been ordered 
for distribution to State ASC committees. 
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4. Facilities vulnerability mapping project 

The Department’s critical target area mapping project is being kept up to date 
as changes in plant location or capacity occur. The map files have been supple- 
mented by a collection of Department of Defense maps with universal transverse 
Mercator grids covering the entire United States. Grid markings are being 
transferred to the Department's critical target city maps, thus making them 
more useful in defense planning and test exercises. 

Data have been assembled for food-distribution facilities and analyzed and 
summarized in both tabular and map form. Both wholesale grocery and major 
chainstore warehouses have been identified in terms of large, medium, and small 
establishments for the United States. Plastic overlays have been prepared for 
use with standard FCDA maps showing for each State the total number of gen- 
eral and specialty food warehouses, the dollar value of year-end food inventories 
by States, and the percentage each State’s wholesale food inventory is of the total 
United States fuud inventory. This information will serve as an approximation 
of the man-days food supply which might be found in each State. Such infor- 
mation has been useful in establishing and analyzing existing fuod-distribution 
facilities and capacity and will serve as a planning basis for food-distribution 
requirements under stepped-up or full mobilization. 


I. DEVELOPMENT AND MAINTENANCE OF PLANS TO INSURE THE CONTINUITY OF THE 
ESSENTIAL FUNCTIONS OF THE DEPARTMENT IN EVENT OF ATTACK ON THE UNITED 
STATES 


During the year considerable progress was made in finalizing certain parts 
of the overall plans to insure continuity of operations of the Department of Agri- 
culture in an emergency. Some outstanding accomplishments included: 

1. An advance cadre of approximately 45 members was selected for the 
USDA relocation headquarters which contains adequate skills to open the 
relocation center and operate on a limited basis until additional help could 
arrive. Alternates were selected for permanent members of the cadre and 
details for sudden alerting and transportation were completed. 

2. Busic plans were completed for the preparation and publication of the 
Department’s Defense Operations Manual. Several parts of the manual 
have been completed and released and other parts are now in process of 
preparation. The Department plans to include in this manual basic policies 
and complete operating procedures pertinent to its defense program. 

8. An emergency organization was planned and used during Operation 
Alert, 1957, which permitted a greater concentration of time and skills in 
certain important food areas. Added attention was given also to certain 
material and support activities directly related to food problems. 

Supplement 2 of the Secretary’s Memorandum 1398 was issued to detine the com- 
position of the staff of each USDA regional liaison representative. The eight 
regional liaison representatives are responsible for maintaining liaison with the 
Office of Defense Mobilization and the Federal Civil Defense Administration at 
the regional level and coordinating related work among USDA agencies. 

Alternate headquarters for State agricultural and stabilization conservation 
committees were established on a tentative basis in 1955. A review of State office 
relocation sites is now being made, and it is hoped that in the near future a new 
list of relocation sites will be established. 

The Federal Extension Service of USDA has made considerable progress in 
planning for continuity of its operations in an emergency. Alternate head- 
quarters have been selected and FES is in the process of activating it. State 
extension services, with headquarters in critieal target areas, have for the most 
part selected alternate headquarters. Key positions in FES have been deter- 
mined and line of succession, including at least two out-of-Washington extension 
workers, is now being arranged. 

The Department expects to emphasize its field organization planning in the 
coming months, 


III. MISCELLANEOUS DEFENSE ACTIVITIES 


1. Defense planning committees 


To facilitate more rapid progress in the development of standby plans and 
the assembling of basic data which could be used in a wartime emergency, a series 
of Defense Planning Committees were established by memorandum from the 
Under Secretary on March 5, 1957. This committee structure has representatives 
from various segments of the Department and replaces a more limited group of 
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committees established in 1955. Committees have been established in the 
following areas: 


Cotton Food requirements and allocations 
Dairy Damage assessment 

Fruit and vegetable Farm production programing 
Grain Farm rehabilitation 

Livestock Field service 

Oils and peanuts Food distribution 

Poultry Transportation and warehousing 
Sugar Export-import control 

Tobacco Commodity office service 
Nonfood materials and facilities National rural fire 

Manpower Foreign agricultural 


Program analysis 


Each defense planning committee is responsible for preparing the necessary 
standby plans and for assembling the necessary basic data which, taken together, 
constitute the records which would be essential in a wartime emergency. The 
committees have been instructed that these plans and basic data must be 
adaptable to various mobilization conditions, with particular emphases on the 
“C” situation which signifies actives participation of the United States in a 
wartime situation and which does not involve attack on the United States, and a 
“TD-minus” situation which signifies attack on the United States with nuclear 
weapons. Many of the plans and data which are being developed will be equally 
adaptable to both situations. 


2. Armed Forces special weapons project 


Work under cooperative agreement with the Armed Forces special weapons 
project which has been carried on since 1952 in cooperation with USDA Forest 
Service is nearing completion and it is expected that all final reports covering 
research on blast and thermal effects will be completed shortly after October 15. 


8. Covzeration with Engineer Research and Development Laboratories, Depart- 
ment of the Army 


A cooperative project was initiated during the year between the USDA Forest 
Service and the Corps of Engineers, Engineer Research and Development Labora- 
tories, Fort Belvoir, Va. 

The project, designed to test the extinguishing capabilities of high capacity 
fog-producing equipment against high intensity fire, is scheduled for early 
October near Redding, Calif. The projected test area is a reservoir site being 
cleared of heavy timber. 


4. Project civil 

The fire research staff of the Forest Service California Forest and Range 
Experiment Station is continuing special work as a part of project civil which is 
being carried out at the University of California. This involves determination of 


the effect of large fires on the fallout patterns to be expected following nuclear 
explosions. 


5. Cooperation with National Academy of Sciences 


As previously reported, a panel of selected analysts met with experienced 
fire-control men from forest, municipal, and industrial agencies and fire research 
representatives to analyze the problems posed by mass fires and to devise produc- 
tive new approaches for their solution through operations analyses and basic 
research methods. This panel submitted a report to the Fire Research Com- 
mittee of the National Academy of Sciences-National Research Council for 
possible action by the committee and by interested agencies. This committee, 
financed by the Federal Civil Defense Administration, is still active. 


6. The SAGE program 


The Rural Electrification Administration continued its work with its tele- 
phone borrowers, the United States Air Force, the American Telephone & 
Telegraph Co., and the United States Independent Telephone Association on the 
SAGE program. SAGE is an Air Force program to provide the United States 
with radar coverage for early warning of hostile air attack. There are 29 SAGH 
installations completed, under construction, or planned in REA telephone bor- 
rowers’ territory at present, and 1 additional site under consideration. 






















NATIONAL DEFENSE PRODUCTION 281 


7. Damage assessment 


The Department carried out several undertakings of basic importance to dam- 
age assessment activities including preparation of data on key food and agricul- 
tural resources for inclusion in the National Damage Assessment Center (NDAC) 
electronic computer library. 

USDA furnished the NDAC data locating over 350 major field offices of the 
Department by UTM coordinates. Additional information for the NDAC library 
included the number of employees at these offices, activity, and type of structure 
in which field offices were housed. 

Information on food facilities and capacities furnished to NDAC included : 

Grain storage: 
CCC-owned bins, capacity in thousand bushels 
Elevators in designated target-area cities, capacity in thousand bushels 
Elevators and sacked grain, capacity in thousand bushels, shown by 
counties in United States 
Selected food-processing facilities: 
Flour mills, capacity in 100-pound sacks of 72-percent extraction 
Cane-sugar refineries, capacity annual in 1,000 short tons 
Beet-sugar factories, capacity daily in tons of beets processed 
Yeast plants, capacity daily in 1,000 pounds 

For the year ahead, additional progress will depend, at least in part, upon— 

(a) Improving the coverage in the food and agriculture field by the NDAC 
library ; 

(b) Standardizing maps used by all mobilization planning committees and 
by increasing the coverage of the important segments of the food and food- 
supporting industries that are mapped, either on city or national maps; 

(c) Finding a way to add the effects of rural wildfires to those caused by 
blast and radiation in determining the probable results of an attack; 

. (d) Increasing the service to participating agricultural units at regional 
and State levels; and 

(e) Improving the methods of presenting the results of damage assessment 
to assure much quicker and more widespread knowledge of such results. 

As a result of the fire damage assessment project requested by ODM, informa- 
tion was available for Operation Alert 1957 on the probable burnout from free 
spread of fire following nuclear attack. With this information a start was made 
in evaluating the probable impact of fire on the national situation. The impor- 
tance of taking full account of the destructive potential of the mass fires to be 
expected under certain situations was highlighted by the calculations made. 


8. Test exercises 


Several test exercises were conducted during the year. All except Operation 
Alert 1957 were conducted by a relatively small number of personnel who did, 
nevertheless, include many of the top officials of the Department. The field was 
directly involved only in Operation Alert 1957. 

The first test, designated as ‘““Probex D-56,” was held in December 1956 under 
sponsorship of ODM and was concerned with food requirements in the New Eng- 
land area and the problems of making food available to the area in event of 
attack. 

In January 1957 key officials of the Department and representatives of the 
main planning areas participated in the mobilization plan C briefing exercise, 
also sponsored by ODM. This involved a careful review of the plan C action 
steps and resulted in several suggested changes or modifications. These were 
reported to ODM on January 30, 1957, as a basis for further work on mobilization 
plan C. 

In March 1957 the Department participated in an exercise sponsored by ODM 
which was labeled “Probex M-57.” In the course of this exercise, key officials 
of the Department and representatives of the various planning areas reviewed 
and commented on 2 papers—1 entitled “Basic Responsibilities After Attack on 
the United States,’ and the other a “Memorandum of Understanding on the Re- 
gional Role of ODM and FCDA in an Emergency.” This exercise revealed some 
basic differences in interpretation of the postattack responsibilities of the vari- 
ous agencies, and the Department reported on these to appropriate officials. 

Operation Alert 1957 was by far the most significant test exercise held during 
the year. This exercise, sponsored by ODM and FCDA, involved a buildup or 
preattack period as well as a simulated postattack period which afforded an op- 
portunity to test plans for mobilization without attack and with attack. It pro- 
vided the Department an opportunity to test standby plans and orders already 
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developed. Since several of these plans and orders were available for use, less 
improvised action was necessary, and the exercise ran more smoothly than the 
other general exercises of previous years. 

There wis a very notable improvement this year over a year ago in the general 
organization, direction, and effectiveness of the exercise. This was attributable 
to better advance planning, and particularly to the availability of staff having 
experience in previous exercises. Such experience would be a significunt factor 
in helping to assure prompt and successful operations under national emergency 
conditions. 

The preattack phase of Operation Alert, 1957, began on June 3 and was carried 
out “in place,” both at headquarters and at selected points in the field. The 
attack phase of Operation Alert, 1957, was directed from the headquarters relo- 
cation site of the Department, at Repoint. Over 300 Department employees 
participated at Repoint from July 15 through July 19, although the total number 
present in any 1 day was slightly smaller. A special activation group carried 
out necessary actions at Repoint from July 12 through July 15. In the field, 
the eight regional liaison headquarters sites of the Department were activated 
along with other selected field locations. The 8 regional liaison headquarters 
sites and 3 other sites were tied into the special communications network of the 
Department, called Agnet. 


IV. DEFENSE PROGRAMS AS RELATED TO SMALL BUSINESS 


The Department is deeply sympathetic to the problems of small business. 
Many of our Nation’s farmers might be called small-business men—likewise many 
of the suppies upon which farm production, processing and distribution are 
dependent are produced by small firms. While the Department at present has 
very few defense-action programs we will continue to give recognition to the 
problems of small business in the development of any mobilization programs 
which have a bearing on this important segment of our economy. 


V. Mazon PROBLEMS IN CARRYING OUT DEFENSE PLANNING AND PROGRAMS 


Defense planning would be facilitated by a clearer definition of the respon- 
sibilities of the various agencies involved in both planning and emergency 
operations. 

Extensive application of security restrictions hampers defense planning within 
the agency and hampers ability to exchange information with industry. Care 
should be taken to avoid use of security restrictions unless there is a definite 
need for such restrictions. 

The situation which would result from attack on the United States with nuclear 
weapons is without precedent and requires intensive planning to meet con- 
tingencies heretofore unknown. Our prugress in advance planning would be 
facilitated if it were possible for personnel of this Department to devote more 
time to defense mobilization work. 


VI. CHANGES IN MOBILIZATION PLANNING AND READINESS MEASURES To MEET AN 
ATTACK OR OTHER EMERGENCIES 


While there has been no change in the overall organization and assignments 
of responsibility for defense mobilization within the Department during the 
year, as mentioned elsewhere in this report, there was a reorientation of the 
defense committee structure. This realinement of defense planning committees 
has strengthened and integrated defense planning throughout all agencies of the 
Department. 


VII. SUMMARY OF STANDBY PROGRAMS FOR ANY FuTURE EMERGENCY 


The programs discussed in this report are all standby defense programs 
which, as they move forward, strengthen the Department’s ability and readi- 
ness to convert, if need be, from peacetime to wartime operations. As noted, 
the various phases of these programs are carried out through agencies of the 
Department already doing related work. This is an important concept since 
many programs and activities of the Department have a direct bearing on essen- 
tial functions in wartime. 

The Department now has a substantial body of program plans which are 
available on a standby basis for use in an emergency. It also has a collection 
of operational plans, many of which are mentioned in the Defense Operations 
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Manual. The job of defense planning is never finished, however. Additional 
plans are need and those already in existence must be continuously reviewed to 
keep them up to date. 


VIII. ORGANIZATION FOR DEFENSE MOBILIZATION 


There has been no change within the Department in the overall organization 
and assignment of responsibilities for defense mobilization which were outlined 
in last year’s annual report to the Joint Committee on Defense Production. The 
only basic changes in organization were the realinement and broadening of 
defense planning committees, and the broadening of staffs of the USDA regional 
liaison representatives. There follows a brief review of the Department’s organ- 
ization for defense mobilization functions under DMO I-9 and the additional 
related functions covered in this report. 

All defense planning of the Department is directed by the Under Secretary. 
In addition to organization for defense planning attention has been given to 
the organization which would be used by the Department during a wartime 
emergency. The Department tested the emergency organization in Operation 
Alert 1957. It is apparent that further work must be done on emergency 
organization in the field. 

The Commodity Stabilization Service has responsibility for central coordina- 
tion of defense mobilization functions assigned by DMO I-9 on a departmentwide 
basis with two exceptions. 

1. Responsibility for coordinating activities relating to continuity of the 
essential functions of the Department in an emergency is vested in the 
Administrative Assistant Secretary. 

2. Coordination of functions relating to international matters is a respon- 
sibility of the Foreign Agricultural Service. (These international functions, 
including USDA’s responsibility with respect to the North Atlantic Treaty 
Organization, and export control, are not covered in the report.) 

Although not covered in this report, civil defense responsibilities of USDA are 
coordinated by the Assistant to the Under Secretary. 


IX. AVAILABILITY OF BORROWING AUTHORITY FUNDS FOR DEFENSE NEEDS UNDER THE 
DEFENSE PRODUCTION AcT, AS AMENDED 


The unobligated balance of borrowing authority allocated to the Department 
of Agriculture increased during fiscal year 1957 from $1,262,671 to $2,629,178, an 
increase of $1,366,507. This increase was primarily due to a reduction in the 
obligations for the net cost of the 1953 castor-bean program to the actual net 
cost of the completed program. The Commodity Credit Corporation was reim- 
bursed for the cost of this program from the proceeds of a note issued against 
this borrowing authority on July 5, 1957. This decrease in obligations was par- 
tially offset by the accrual of interest costs due the Treasury on previous bor- 
rowings under the authority. 

The balance of authority available to the Department is for subsequent years 
interest costs and for adjustments of obligations for currently active programs 
for American-Egyptian cotton and castor beans remaining in inventory. 


X. FUTURE OBJECTIVES OF THE DEFENSE PROGRAMS 


The Department recognizes fully that adequate defense planning is vitally 
important and that it is equally important that this planning be done in advance 
of a wartime emergency. Time for detailed planning after an emergency starts 
will be very limited, particularly if it should start with an attack on this country 
with nuclear weapons. Basically, of course, it is hoped that defense planning 
carried far enough will help to serve as a deterrent to any possible aggressor. 
The Department of Agriculture is doing what it can and is making progress, 
although much remains to be done. 


ExHInIT 1 
THE SuppLy SITUATION—NONFOOD MATERIALS, FACILITIES, AND MANPOWER 


FARM MACHINERY AND OPERATING SUPPLIES 


The value of manufacturers’ shipments of farm machinery and equipment 


during the calendar year 1957, to date, shows an increase of between 5 and 10 


984382—58—_—-19 








984 NATIONAL DEFENSE PRODUCTION 


percent over 1956. A substantial part of this increase is attributable to an 
increase in the price of farm machinery. However, there has been some small 
increase in physical volume. During the balance of the year it is expected that 
production will exceed 1956 substantially more than it has up to this time. 
Production during the last 4 months of 1956 was at a relatively low rate. The 
production and shipments of farm machinery and equipment for the calendar 
year 1957, on the whole, should show a moderate increase over last year. 

During the past year supplies of fuel oils commonly used by farmers have been 
adequate. From June 1956 to June 1957 the average filling station and tank- 
wagon prices of gasoline increased 1.5 cents per gallon. Diesel tractor fuel was 
up about 0.2 cent. 

Trucks, both new and used, have been in good supply during the past 12 months, 
Factory sales of new trucks during the first half of 1957 were lower than for the 
first 6 months of last year. From July 1956 to July of this year, trucks increased 
in price by about 8 percent. It is expected that trucks will continue to be in 
good supply during the next 12 months. 

Tires of all kinds used by farmers have been readily available during the past 
year. Indications are that they will continue to be readily available during the 
next 12 months. 

Production of large tractor and implement tires and of passenger tires was 
higher for the first 6 months of 1957 and 1956. Small tractor and implement 
tires were about the same, and production of truck and bus tires was lower. 
Inventories of all of these were lower as of June 30 this year than last, except 
for passenger tires, which were substantially higher. 

As of June 15, truck tires of the size commonly purchased by farmers were 
slightly cheaper than 1 year earlier. Inner tubes for passenger tires, however, 
were a little higher. 

For the first 6 months of this year, construction activity amounted to an all- 
time high of $21.5 billion, 3 percent above that for the first half of 1956. Sea- 
sonally adjusted, outlays in the first 6 months of this year are at an annual rate 
of nearly $46.8 billion, compared with the actual expenditures of $46.1 billion 
for the year 1956. Expenditures for new housing in June, however, were off 
12 percent from last June’s volume. 

Expenditures for farm construction continued their downward trend, being 
estimated at $707 million during the first 6 months of this year compared with 
$732 million for the first half of 1956. 

All building materials commonly used by farmers are in adequate supply and 
indications are that supplies will continue to be adequate. A recent work stop- 
page in the cement industry threatened to cause shortages of that material, but 
retail supplies in farm areas evidently were adequate to last until production 
was renewed. 

FERTILIZER 


The 1956-57 fertilizer season was slow in starting. Throughout much of the 
year large sections of the country suffered from extreme drought. Heavy rains 
and floods in some areas in the spring of 1957 prevented farmers from spreading 
fertilizer while more normal rainfall in sections of the Midwest caused an upturn 
in fertilizer movement there. In areas where considerable acreages were taken 
out of production under provisions of the soil bank, the volume of fertilizer use 
fell off despite some increased usage on planted acres. 

Except for 1955-56, in each year since 1937-38, total use of fertilizer in the 
United States has shown an increase. Although total consumption was 2.35 
percent lower in 1955-56 than the previous year, the average primary nutrient 
content of fertilizers containing nitrogen, P.O; or K.O was up 0.39 percent to a 
level of 28.29 percent. It is expected that the trend toward use of higher analysis 
materials will continue. 

As of May 1957 the rated annual capacity for synthetic ammonia production 
reached 2,782,400 short tons (nitrogen basis) by 36 companies at 50 plants. 
This is an increase of over 220,000 tons since January 1, 1956. 


PESTICIDES 


DDT continues to be the leading insecticide, 138 million pounds being produced 
in the United States during 1956. About 57 million pounds of DDT were exported 
in that year, going largely for health programs abroad. Large quantities were 
used in Federal and State programs for the control of forest insects, mostly at 
the rate of 1 pound per acre. Over 4 million acres were so treated from the air 
in 1957. 
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Older insecticides are being displaced gradually by newer ones. Organic 
phosphorus compounds, especially malathion, are now used against smaller in- 
sects formerly treated with nicotine sulfate. The principal producer of nicotine 
has announced that its extraction plant will be shut down about September 1, 
1957. The production of arsenicals declined in recent years. When boll weevil 
in some areas became resistant to the newer cotton insecticides (aldrin, ete.), 
growers resorted again to calcium arsenate for its control, 


FOOD PROCESSING AND CONTAINERS 


The supply of all types of containers and packaging material for food through-- 
out the year has been ample with no spot shortages reported. The demand 
for most types of containers was at a record high in 1956—indications are that 
the 1957 demand may approach that of 1956, falling somewhat short on some 
items. Production of the major containers for foods—metal cans, glass con- 
tainers, and plastics—has continued on the increase throughout the year; like- 
wise, paper milk cartons. There was less demand for wooden containers and! 
milk shipping cans. The bulk handling of milk probably accounts for the reduced 
demand for milk shipping cans. 

The outlook for food containers in the foreseeable future is a continued 
adequate supply, a general stability of the base material supply, continued strong 
demand, and stabilized inventories. 

Sales of food machinery and the construction of commercial food facilities 
are keeping pace with the increase in population and demand for convenience 
foods. No shortage of materials or machinery have occurred. The outlook is 
for continued good demand for machinery with no exceptions of supply difficulty. 


MANPOWER 


No serious manpower shortages have developed during the year. The 1956 
fall harvest was completed without any loss of crops being reported due to 
labor shortages. It was necessary, however, to continue to supplement inade- 
quate supplies of domestic labor with foreign labor, the major portion being 
Mexican nationals. The Department of Labor reports that during 1956 a total 
of 445,185 Mexicans were contracted which was 46,535 more than in 1955 and 
over 136,000 more than in 1954. In addition to Mexican nationals 3,194 
Bahamians were brought into the United States and 3,670 were at work at 
the end of the year. There were 4,369 British West Indians resulting in a peak 
employment of 8,585 in November and 7,502 in the United States at the end 
of the year. Of the 918 Japanese workers certified for the United States, 386 
entered California for employment before the year’s end. 

The long time downward trend of employment of domestic workers has con- 
tinued. The average farm employment in 1956 was 7,869,000 as compared with 
8,237,000 in 1955 and 8,451,000 in 1954. <A slight increase occurred in July 1957 
when total farm employment was about 1 percent greater than last year due 
to the 7-percent increase in hired workers. Some of this increase was un- 
doubtedly due to wet weather delays in small grain harvest operations and late 
row-crop planting throughout much of the Midwest. In some areas, the small- 
grain harvest was delayed as much as 2 weeks because of wet weather. Dairy 
and livestock producing areas continue to report shortages of qualified year- 
round workers, both singles and married couples. Extensive employment of 
Mexican nationals continues with a total of 210,540 being contracted from Janu- 
ary 1 through August 10. This is about 9,000 less than for the comparable period 
in 1956. 


DEPARTMENT OF LABOR 
DEPARTMENT OF LABOR, 


OFFICE OF THE ASSISTANT SECRETARY, 
Washington, D. C., November 8, 1957. 


Hon. A. WILLIS ROBERTSON, 
Chairman, Joint Committee on Defense Production, 
101 Indiana Avenue NW., Washington, D.C. 
(Attention Mr. Harold J. Warren, clerk and counsel. ) 


DEAR SENATOR ROBERTSON: The Secretary of Labor has asked me to prepare 


and transmit the annual report promised in his letter to you dated August 15, 
1957. 
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The enclosed statement describes the more significant actions taken under the 
Department’s inherent mobilization responsibilities, as well as several specifically 
indicated under applicable executive orders and delegations. 

The topics suggested in your letter have been covered whenever applicable to 
the programs of this Department, but we have found it convenient to group the 
materials under broader subject headings. 

Sincerely yours, 
NEWELL Brown, 
Assistant Secretary of Labor. 
Enclosures. 


AUTHORITY AND RESPONSIBILITIES 


As mentioned in previous annual reports, none of the authorities granted by 
the Defense Production Act has been delegated to the Department of Labor for 
primary administration. The Department does, however, carry important ad- 
visory responsibilities to other agencies concerned with defense readiness meas- 
ures. These are performed as part of the manpower mobilization functions 
vested in the Department by its own basic legislation as well as by a series 
of Executive orders and specific delegations from the Office of Defense Mobiliza- 
tion and the Federal Civil Defense Administration. 

The delegations, which conferred broad responsibilities on the Department, 
were summarized in the annual report of last year and are included as attach- 
ments to this report. The only basic change in these delegations during the 
past year was a revision of DMO I-10 on November 13, 1956, to describe more 
specifically the Department’s responsibilities in the field of wage and salary 
stabilization. (See par. 3 of that order.) 


ADMINISTRATION 


During fiscal year 1957, the Federal Civil Defense Administration increased 
its allocation of earmarked funds for the operation of the Department’s civil 
defense manpower program. On the basis of these funds and the apparent 
likelihood of their continuation, a small mobilization planning unit was estab- 
lished in the Office of the Assistant Secretary for Employment and Manpower, 
and a similar unit was created within the Bureau of Employment Security. 
Other bureaus were given specific mobilization planning assignments to be car- 
ried out within their existing organization pattern or in such other manner as 
might seem appropriate. At the end of the fiscal year, when the “delegate 
agencies” were informed that FCDA funds would not be available for the fol- 
lowing fiscal period, the Department had to make plans for curtailing its civil- 
defense activities. 

The Department developed a modified organization plan to be tested during 
Operation Alert 1957. 

A field study center was established in New York City for the purpose of 
undertaking developmental work on local area manpower problems with Em- 
ployment Security and Civil Defense offices in the States of New York and New 
Jersey. The products, or findings, of this laboratory center were to be made 
available, after adequate testing, to all State and local manpower officials 
throughout the country. This experimental office was closed at the end of the 
fiscal year due to the lack of funds. 


DEFENSE MOBILIZATION, MANPOWER REQUIREMENTS, AND RESOURCES 


The Secretary of Labor is responsible for the development of preparedness 
measures relating to the expansion of the labor force, to improving its skills, 
and to the distribution and utilization of the civilian labor force. These pre- 
paredness planning measures must be consistent with the defense-mobilization 
assumptions and objectives for the Government as a whole, as set forth by the 
Director of the Office of Defense Mobilization, the Secretary of Defense and 
the Administrator of the Federal Civil Defense Administration. In the light 
of these responsibilities, the Department participated actively in all mobiliza- 
tion planning discussions of the ODM Manpower Policy Committee, the National 
Labor-Management Manpower Policy Committee and the FCDA Coordinating 
Board. The Department also continued its active participation in the Defense 
Mobilization Board and other top-level policy groups concerned with basic 
defense readiness policy, including measures to preserve and expand the mobil- 
ization base. The Department assigned representatives to work closely with 
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the ODM National Damage Assessment Center in order to improve the man- 
power capability of that activity and to facilitate interpretation of bomb-damage 
assessment information by the Department. 

Staff members working with an ODM Task Force on Health Manpower com- 
pleted the investigation of available data on physicians, dentists, and nurses, 
Arrangements for a special inventory on physicians were made with the Ameri- 
ean Medical Association. Problems connected with the professional education 
of physicians were analyzed. Assistance was given the United States Public 
Health Service in the preparation of a new Health Manpower Chart Book. 

The Department has worked with a subcommittee of the ODM Manpower 
Policy Committee and with members of the National Labor-Management Man- 
power Policy Committee in developing a revised Defense Manpower Policy No. 
1 to assure that it will provide for the protection as well as the use of manpower 
resources. The original policy, issued August 2, 1951, was suspended by the 
Director of the Office of Defense Mobilization in November 1956. 

A member of the Department, acting as chairman of a subcommittee of the 
Interdepartmental Aviation Manpower Committee, presented a final report on 
the probable manpower requirements expected to result from certain assumed 
mobilization conditions. 

Procedures were analyzed for assuring the adequate reporting of manpower 
requirements by claimant agencies during any future period of mobilization. 
These procedures were recommended for use during the Operation Alert 1957 
exercise. 

The Department participated in planning for the 1960 decennial census to 
assure the availability of manpower information needed for mobilization 
planning purposes. 

Work on the surveys of defense worker inmigration in connection with the 
Federal school assistance program was completed. This was a major project 
which involved studying the extent of inmigration needed to staff 137 defense 
plants located in 11 States. Inmigration was found to be substantial in a total 
of 71 cases. 

Work was nearly completed on estimating manpower requirements for the 
jeweled-watch industry. The Department also participated in an interdepart- 
mental task-force study on the adequacy of the dental bur industry to meet 
essential requirements in the event of an emergency. 

The Department completed preliminary draft lists of occupational titles, codes, 
and definitions for each of the major civil defense services. The Economic 
Requirements Service of FCDA reviewed and released this list for use in 
Operation Alert 1957, as a means of testing its effectiveness both for preattack 
planning and for postattack operations and reporting. 

The apprentice-training program continued to assist a large number of young 
men to acquire skills in occupations vital to civil defense emergency occupations. 
More effective utilization of womanpower has been stressed as an important 
means of meeting postattack requirements for military, war production, and 
essential civilian goods and services. Meetings have been held with the Na- 
tional Women’s Advisory Committee for Civil Defense, with labor organizations, 
and other groups for this purpose. 

State agencies, under a cooperative Federal-State program, continued to make 
job-analysis studies in assigned industries having major mobilization signifi- 
cance. These included air transportation, prefabricated and precut housing, 
and water-supply systems. 

More than a hundred applications for necessity certificates, for rapid tax 
amortization, were examined to determine the impact of the projected expansions 
upon available manpower supplies in the areas concerned. 

The Technical Subcommittee on Critical Occupations and the Interagency 
Advisory Committee on Essential Activities and Critical Occupations continued 
to work on the identification of occupations which should be included in the 
interim standby list of critical occupations. 

Staff members met with a representative of the Department of the Army to 
discuss methods of facilitating the use of local labor market information by 
civilian personnel officers engaged in mobilization planning. 


CIVIL DEFENSE READINESS ACTIVITIES 


A Defense Readiness Handbook was completed and sent to all State 
employment security agencies and departmental personnel concerned with mobil- 
ization activities. The document provides preliminary guidelines covering both 
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administrative and program matters involved in carrying out the several responsi- 
bilities which the manpower agency would be expected to perform following an 
enemy attack. Primary emphasis was placed on the development of working 
relationships with civil-defense organizations in the field. The systematic devel- 
opment of defense-readiness plans by individual State employment security 
agencies is hampered by the lack of earmarked grant moneys for this purpose. 

The Department completed substantially expanded arrangements for damage- 
assessment activities during Operation Alert, 1957. These included the prepara- 
tion of weather maps, fallout maps, and related analytical material. Instruc- 
tions were prepared for the use of regional offices and the State employment 
security agencies in reporting labor-market conditions in attacked and unattacked 
areas immediately after the simulated attack and 15 days later. The character- 
istics of the data to be supplied by these field offices and by the FCDA and ODM 
damage-assessment centers were evaluated in anticipation of possible conflicts 
in data reported from the different sources. 

The legislative history of all Federal bills providing for death and disability 
benefits of civil-defense workers has been reviewed and a summary is now being 
written. Legislation on the subject enacted by Great Britain has also been 
reviewed. 

A draft paper on wage and salary compensation and death and disability 
benefits for authorized civil-defense workers was sent to the Economic Require- 
ments Service of FCDA for comment and reaction. 

Studies have been made respecting possible reemployment rights programs 
for disaster workers and for workers transferring to more essential wartime 
industries during a period of rehabilitation and long-term mobilization. 

The Bureau of Labor Statistics held several sessions in a series of emergency 
operation workshops in order to advance its readiness to meet a possible emer- 
gency. These workshops were conducted on a surprise basis. Twenty percent 
of the key employees of the Bureau participated in each one. Additional work- 
shops are planned for the near future. 

With the cooperation of the State employment security agencies, the De- 
partment has completed a study for a number of designated cities related to 
estimates of daytime and nighttime population distribution by census tracts, 
as a means of estimating bomb damage to personnel and labor force. The 
Department has also drafted a new procedure for the use of State employment 
security agencies in estimating labor supply immediately after an attack, based 
on Evacuation Traffic Movement. 

The Department prepared materials to permit rapid estimates of casualties 
by locality, State, region, and nationally for major industry divisions and for 
24 key occupations. 

Staff members attended training programs run by the National Damage 
Assessment Center to learn machine and hand methods for assessing damages 
and to study kinds of materials available for damage assessment at the Agency 
relocation site. 

As a test problem, a report was prepared on procedures to be used in locat- 
ing workers of specified skills in the surgical instrument industry to man 
three plants assumed to have survived bombing. 

The Department held a regional directors meeting in which the Mobilization 
Field Management representatives participated. Regional organization was 
stressed. Small group meetings were held to review problem play and opera- 
tions for each region’s program and its work with the State employment security 
agencies in respect to State participation in the alert. 

The Department completed work with the FCDA Welfare Services on guide- 
lines for the welfare phase of Operation Alert, 1957. Also completed were 
Department papers on wage and salary compensation, death and disability 
payments, and Federal emergency unemployment payments. Informal meetings 
were held with the Department of Health, Education, and Welfare staff to 
discuss problems of coordination between the Department of Labor FEUP 
program and the HEW emergency financial assistance program. 

The Department continued its series of quarterly ODM Probex exercises as 
well as its preparation for Operation Alert, 1957. The Probex exercises in- 
cluded problems on recruitment, utilization, training, and pay for medical and 
health personnel during a simulated preattack emergency. Regional and State 
offices in four of the OMA regions considered test problems used in Department 
exercises. 

The Department made plans for a training course on the nature and conse- 
quence of radioactive fallout, detection methods, and decontamination pro- 
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cedures. Lack of funds makes a training program unlikely, but the material 
for the course has been summarized in a release. 

Staff members met with representatives of the Office of the Provost Marshal 
General to discuss factors relating to the selection of prisoner-of-war camps 
in future wars. 

The program actions described above represent the major responses made 
during the past year to the more pressing aspects of manpower-mobilization 
plannings. Current programing within the Department is necessarily being cut 
back to a more modest level, since special funds for mobilization-planning 
purposes were not made available for the current fiscal year. The extent 
to which any increase in this work can be planned for fiscal year 1959 will 
depend, of course, upon the appropriations decisions still to be made for that 
fiscal period. 





FEDERAL CIVIL DEFENSE ADMINISTRATION 


SECRETARY OF AGRICULTURE ET AL, 
FCDA Delegation 2 


DELEGATION OF AUTHORITY WITH RESPECT TO CERTAIN RESPONSIBILITIES 


By virtue of the authority vested in me by section 201 (b) of the Federal 
Civil Defense Act of 1950 (64 Stat. 1248), and in the interest of the development 
of the national civil-defense program contemplated by the act, including action 
in support of the States during a civil-defense emergency, I hereby delegate the 
following-described responsibilities, as indicated, to the Secretary of Agriculture, 
the Secretary of Commerce, the Attorney General, the Secretary of Labor, and 
the Housing and Home Finance Administrator: 

* * * ca a * * 


The Secretary of Labor. 1. Plan and develop a national program relating to 
the utilization of the labor force, during a civil-defense emergency, consistent 
with the responsibilities of the Department of Labor with respect to manpower 
mobilization. 

2. Conduct research and provide a method of estimating survivors, by occupa- 
tional and social characteristics, and for determining their availability for em- 
ployment during a civil-defense emergency. 

3. Provide technical guidance to the States, and direct Federal activities con- 
cerned with coordination of the nationwide system of employment service offices 
for determining requirements of, and recruiting, referring, and utilizing workers 
to meet civil-defense needs. 

4. Plan a national program, develop technical guidance for States, and direct 
Federal activities concerned with the methods of compensation for authorized 
workers in a civil-defense emergency. 

5. Plan a national program, develop technical guidance for States, and direct 
Federal activities concerned with the provision of compensation payments for 
the injury or death of authorized workers while engaged in civil-defense 
activities. 

6. Plan a national program, develop technical guidance for States, and direct 
Federal activities concerned with financial assistance for temporary aid to mem- 
bers of the labor force during periods of idleness due to destruction of working 
places through enemy action. 

* * * * * * * 


General delegations. I hereby delegate to the Secretary of Agriculture, the 
Secretary of Commerce, the Secretary of Labor, the Attorney General, and the 
Housing and Home Finance Administrator: 

1. The authority during a civil-defense emergency, whenever needed to carry 
out their responsibilities hereunder, to employ, temporarily, additional personnel 
without regard to the civil-service laws, and to incur such obligations on behalf 
of the United States as may be required to meet the civil-defense requirements of 
an attack or of an anticipated attack. 

2. The authority to disseminate such civil-defense information as may be 
approved from time to time by the Federal Civil Defense Administration. 

General provisions. In carrying out their responsibilities hereunder, the Secre- 
tary of Agriculture, the Secretary of Commerce, the Secretary of Labor, the 
Attorney General, and the Housing and Home Finance Administrator shall be 
governed by the following: 
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1. The Federal Civil Defense Administrator shall provide basic assumptions, 
criteria, and standards relating to the said responsibilities, and shall review 
and coordinate the carrying out of such responsibilities. 

2. The designated officials shall take into consideration assignments respect- 
ing mobilization-preparedness measures made to them by the Office of Defense 
Mobilization. 

3. Each of the designated officials, as the official having primary responsibility 
for the matters hereby delegated to him, shall undertake to coordinate directly 
with other Federal agencies concerned. 

4. Each of the designated officials shall be responsible, after consultation with 
the Federal Civil Defense Administration, for requesting such appropriations as 
may be required for his delegated responsibilities. 

5. The designated officials shall make such reports as may be required by the 
Federal Civil Defense Administrator to insure consistency with national civil- 
defense policies and standards. 

The provisions hereof shall become effective upon the date of approval by the 
President. 

VAL PETERSON, 
Federal Civil Defense Administrator. 
Dated August 19, 1954. 


Approved September 8, 1954. 
DwiecntTt D. EISENHOWER, 
THE WHITE HOUSE. 


I-Gen—DMO-10 (Revised) 
November 13, 1956 


EXECUTIVE OFFICE OF THE PRESIDENT, OFFICE OF DEFENSE MOBILIZATION 
DEFENSE MOBILIZATION ORDER I-10 (REVISED) 


Subject: Assignment of defense-mobilization responsibilities to the United States 
Department of Labor. 


By virtue of the authority vested in me, pursuant to the National Security Act 
of 1947, as amended; Reorganization Plan No. 3, effective June 12, 1953; the 
Defense Production Act of 1950, as amended; Executive Order 10480 of August 
14, 1953; and in order to facilitate the development and coordination of Federal 
policies and programs for current defense activities and readiness for any future 
mobilization, it is hereby ordered : 

1. The Secretary of Labor will be responsible for the development of prepared- 
ness measures relating to the expansion of the labor force, to improving its skills, 
and to the distribution, utilization, and compensation of the civilian labor force. 
Also, the Secretary of Labor will be responsible for the development of a national 
wage and salary stabilization program and organization for use in the event of 
mobilization or attack on the United States. Such preparedness measures shall 
be undertaken within a work program which is consistent with the defense- 
mobilization assumptions and objectives for the Government as a whole. Where 
appropriate, it should also take account of delegations of authority and responsi- 
bility from Federal Civil Defense Administration. To assure consistency with 
the mobilization program as a whole, the proposed work program will be sub- 
mitted to the Director of the Office of Defense Mobilization for review. 

2. The specific manpower and related measures for which the Secretary of 
Labor is responsible are as follows: 

(a) Continuously assemble, analyze, and make available to other agencies, 
in accordance with their needs, information relating to manpower resources 
and requirements, including information with respect to: 

(1) The effect on current manpower resources and on the potential 
manpower resources available for mobilization of currently projected 
production and procurement programs, of currently proposed Armed 
Forces strength levels, and of other Government programs; 

(2) The manpower feasibility of production and other programs 
planned in event of mobilization or attack on the United States, identi- 
fying present or potential manpower shortages and the other manpower 
problems which should be attacked now in the interests of national 
security ; and 

(3) The manpower distribution and utilization adjustments needed 
in event of mobilization or attack. 
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(b) Make recommendations on the adjustments in production, procure- 
ment, and other Government programs needed in the interests of effective 
utilization of the Nation’s manpower resources in event of mobilization or 
attack. 

(c) Develop plans and programs for meeting defense-supporting and 
essential civilian-labor requirements, and for achieving maximum utiliza- 
tion of the civilian-labor force in the event of mobilization or attack. 

(@) Develop, in cooperation with the Department of Commerce, the De- 
partment of Defense, the National Labor Relations Board, the Federal 
Mediation and Conciliation Service, and the National Mediation Board, 
measures for the maintenance of effective labor-management relations dur- 
ing a national emergency. 

(e) Assist the Office of Defense Mobilization in the development of man- 
power policies suitable in the event of mobilization or attack on the United 
States. 

(f) Develop and maintain plans to insure the continuity of the essential 
functions of the Department in the event of attack on the United States. 

3. The specific stabilization-preparedness measures for which the Secretary of 
Labor is responsible are as follows: 

(a) Develop measures for wage and salary stabilization during a national 
emergency. 

(b) Develop measures for the administration of a wage and salary stabil- 
ization program during a national emergency, including provisions for a 
national and field organization. 

(c) Develop measures for an investigation and enforcement program to 
maintain compliance with the wage and salary stabilization policies, orders, 
and regulations during a national emergency. 

(d@) Develop plans for such statistical studies as may be necessary in 
order to assist stabilization-operating agencies to carry out their func- 
tions during a national emergency. 

(e) Develop plans for the gathering and dissemination of wage, price, 
and other economic data for policy decisions and operating needs during a 
period of national emergency. 

4, The work programs to be undertaken by the Department of Labor shall 
indicate the priority and scope of the work to be carried on in the assigned 
areas. Periodic reports of progress shall be submitted, as requested. 

5. This order is not intended to affect any delegation of authority heretofore 
conferred upon the Secretary of Labor. 

OFFICE OF DEFENSE MOBILIZATION, 
ArtHuR 8S. Fremmrine, Director. 


FEDERAL RESERVE SYSTEM 


BoarpD OF GOVERNORS OF THE 
FEDERAL RESERVE SYSTEM, 
OFFICE OF THE CHAIRMAN, 
Washington, D. C., September 11, 1957. 
Hon. A. WILLIS ROBERTSON, 
Chairman, Joint Committee on Defense Production, 
Congress of the United States, Washington, D. C. 
(Attention: Mr. Harold J. Warren, clerk and counsel, room 927, HOLC 
Building, 101 Indiana Avenue NW., Washington, D. C.) 

DEAR SENATOR ROBERTSON : In response to your letter of August 8, 1957, there 
is attached, for inclusion in the proposed report of the Joint Committee on 
Defense Production being prepared pursuant to section 712 (b) of the Defense 
Production Act, as amended, information relating to the operations carried out 
by the Board under authority of that act. 

Sincerely yours, 
Wma. McC. Martin, Jr. 

Attachment. 

1. Programs conducted by your agency under authority of the Defense Production 
Act as implemented by Executive orders, departmental orders, delega- 
tions, etc. 

The Federal Reserve banks, under regulations of the Board of Governors, act 
as fiscal agents of the United States in connection with the V-loan program for 
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Government guaranties of defense production loans, and the Board of Governors, 
after consultation with the guaranteeing agencies, prescribes fees, rates, and 
procedures to be utilized in connection with such guaranties. 
2. The authority from which your office derives its powers for such programs 
The present V-loan program of Government guaranties of loans to finance 
defense production was inaugurated under authority of the provisions of section 
301 of the Defense Production Act of 1950, approved September 8, 1950, and the 
President’s Executive Order 10161, dated September 9, 1950, subsequently super- 
seded by Executive Order 10480 dated August 14, 19538. Under the law, as 
amended by the Defense Production Act Amendments of 1956, authority for the 
program, unless further extended, will terminate on June 30, 1958. 


8. A summary of each program, including mention of activities with other 
agencies 

Pursuant to the law and Executive orders of the President, certain 
designated procurement agencies of the Government are authorized to guarantee 
loans made by private financing institutions to finance contractors, subcontractors, 
and others engaged in the performance of Government defense contracts for the 
purpose of expediting production and deliveries or services for the national 
defense. By an amendment made by the Defense Production Act Amendments of 
1953 guaranties may also be issued with respect to loans made to finance con- 
tractors, subcontractors, or other persons in connection with or in contemplation 
of the termination of their defense contracts. 

At the outset of the program the designated guaranteeing agencies were the 
Departments of the Army, Navy, Air Force, Commerce, Interior, and Agriculture, 
and the General Service Administration. In 1951 the Atomic Energy Commission 
and Defense Materials Procurement Agency were also designated as guaranteeing 
agencies. By Executive Order 10480 of August 14, 1953, the Defense Materials 
Procurement Agency was abolished and its functions transferred to the General 
Services Administration. 

On July 31, 1957, guaranty agreements outstanding totaled $535,322,000. Of 
this amount, approximately 75 percent on the average was guaranteed by the 
Government. Under these guaranty agreements in force on July 31, loans out- 
standing amounted to $409,563,000 and there was available to borrowers an 
additional $125,759,000. The guaranty agreements outstanding by the various 
agencies participating in the program follows: 


IRI CU Rk a rl rs et eins $39, 989, 000 
I i ccinec ini cenene 53, 639, 000 
Does OF tip Ale Morge 2c coe nc i cee 283, 763, 000 
nnn rere CEI CR MIOTRRIIT RENO oo oo ce eee 50, 068, 000 
ye BO FO eae rorya cn 7, 863, 000 


After consultation with the guaranteeing agencies, the Board of Governors 
authorized an increase in the maximum permissible rate of interest on V-loans 
from 5 percent to 6 percent, effective May 15, 1957. No change was authorized 
in the schedule of guaranty fees or the maximum permissible commitment fee 
of one-half of 1 percent. 

The net guaranty fees and interest on purchased loans collected by the 
guaranteeing agencies, after deducting established losses, and administrative 
costs, and the expenses of the Federal Reserve banks as fiscal agents, as of June 
30, 1957, follows: 


Sauer NU OS SS Nl i, Se ee ke $5, 030, 000 
eae SD RN Oc anh te 7, 803, 000 
SPI OI IIs eB a eects __ 10, 065, 000 
(Generus Services. Administration: . ou ee ek. _. 4,000, 000 


ae» ery OUI id eh ee cams 315, 000 


No loans have been purchased by either General Services Administration or 
the Atomic Energy Commission. The Department of the Army has purchased 
loans aggregating $15,359,000. Liquidation on these purchased loans has 
amounted to $12,071,000. Losses charged off have amounted to $176,000. The 
Department of the Navy has purchased loans aggregating $10,968,000. Liqui- 
dation on these loans has amounted to $8,760,000 and losses charged off have 
amounted to $3,300. Air Force has purchased 1 loan in the amount of $2,014,000. 
The liquidation on this loan has amounted to $1,207,000 and no loss has been 
established. 






| 
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There has existed since the inauguration of the V-loan program complete 
cooperation and understanding between the guaranteeing agencies, the staff of 
the Board of Governors, and the Federal Reserve banks. Any differences that 
have arisen have been promptly settled, and the primary purpose in the minds of 
all connected with the program has been to facilitate the financing of defense 
contractors as provided in section 301 of the Defense Production Act of 1950, 
as amended, and the implementing Executive orders. 


4. A summary on the effectiveness of the programs 
5. A statement on the current need for the programs 
6. A summary of the programs as related to small business 


The guaranteed-loan program was successful and fulfilled a useful purpose 
during World War II and has been effective during the present rearmament 
period. It provides a mechanism whereby defense contractors and subcontrac- 
tors, particularly small-business concerns, can arrange to borrow the funds 
necessary to finance their defense production through their local banks by means 
of Government-guaranteed loans rather than through the advance of Government 
funds or direct Government loans. 

From the beginning of the V-loan program in September 1950, through July 31, 
1957, 1,496 loans totaling $2,878,382,000 were authorized by the procurement 
agencies, which may guarantee such loans under the Defense Production Act 
of 1950. 

There has been disbursed during the last 12 months since July 31, 1956, ap- 
proximately $1,188,052,000 on outstanding V-loans, most of which are revolving 
credits. 

The large amount of defense work financed through the medium of V-loans 
ean be realized when you consider that the average ratio of the dollar value 
of contracts held by borrowers to the amount of money borrowed under the V-loan 
program to finance such contracts has been about 6 to 1. 

The following tabulation shows the number and amount of guaranteed loans 
authorized at the end of each month in the period August 1956-—July 1957. 


Guaranteed loans authorized to date 








Amount (in Amount (in 
Number] thousands Number | thousands 
of dollars) of dollars) 
1956—Aug. 31-.- 1, 448 2, 727, 044 1957—Jan, 31_..-- ss 1, 475 2, 823, 104 
Sept. 30 1456 | 2,736, 669 Feb. 28 1, 481 2, 828, 834 
Oct. 31__- | 1, 459 | 2, 743, 344 Mar. 31... : 1, 482 2, 841, 834 
Nov. 30.... 1, 464 | 2, 755, 794 BBE Divan windvd 1, 485 2, 850, 360 
Dec. 31 | 1, 468 | 2, 760, 669 || May 31... 1, 488 2, 862, 392 
j | 1] June 30.___..- 1, 493 2, 867, 032 
July 31__- ‘ 1, 496 2, 878, 382 
| | 


Eighteen percent of the number and approximately 1 percent of the amount of 
loans authorized consisted of loans under $100,000, while 56 percent of the num- 
ber and 6 percent of the amount were under $500,000. Eleven percent of the 
number and 1 percent of the amount of loans authorized were to borrowers having 
assets of under $100,000 ; approximately 42 percent of the number and 8 percent 
of the amount were to borrowers having assets of under $500,000; 58 percent of 
the number and 12 percent of the amount were to borrowers having assets of 
under $1 million. Approximately 72 percent of the number and 19 percent of 
the amount of authorized loans were to borrowers having less than 500 em- 
ployees, including employees of affiliated concerns under common ownership or 
control. Approximately 75 percent of the number and 23 percent of the amount 
of authorized loans were to borrowers individually having less than 500 
employees. 
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The following table shows the breakdown of guaranteed loans authorized as of 
July 31, 1957, by size of loan: 


Percentage distribution of V-loans authorized through July 31, 1957, by size of 























loan 
| Percentage of guaran- | Cumulative percentage 
teed loans authorized distributions 
Size of loan sabicmaceaietaia naa ead 
Number Amount Number Amount 
7 ss sil ei ne “ 

iia shia Ctsiascians-soaitesininceial 7.3 | 0.1 7.3 | 0.1 
$50,000 to $99,999... ee 10.5 5 17.8 .6 
$100,000 to $249,999. _..._.___..._____- aa 19.7 | 1.9 | 37.5 2.5 
$250,000 to $499,999... __ ihatsihdndesintes ‘ —— 18.6 3.8 | 56. 1 6.3 
$500,000 to $999,999. ____- 3 ; ; 15.8 6.3 | 71.9 12.6 
$1,000,000 to $4,999,999 ae ten ; 21.9 28.0 93.8 40.6 
$5,000,000 to $9,999,999. _____ ‘ : 3.1 12. 4 | 96.9 53.0 
$10,000,000 and over- - --_- ite cctnbubiankors ee 3.1 47.0 | 100. 0 100. 0 





| 
| 
| 


Percentage distribution of the guaranteed loans authorized from the beginning 
of the program to the end of July 1957 is shown below classified by number of 
employees of the borrower. 


Percentage distribution of V-loans authorized through July 31, 1957, by number 
of employees of borrower 


i 


Number of employees of borrower, | Number of employees of borrower only 


distributions 


including affiliated voncerns under (not including affiliated concerns under 
common ownership or control } common ownership or control) 
Number of van? ‘yi 4 as WTR (ET PEO z 
employees | Percentage of Cumulative Percentage of | Cumulative 
guaranteed loans percentage guaranteed loans | percentage 
| 


| authorized distributions | authorized 
| 


j | 
, r , , | 
| Number | Amount | Number | Amount | Number | Amount | Number | Amount 








| 

| | 
| ¢ ae 8.2 | 0.6 8.2 | 0.6 9.1 | 0.9 | 9.1 0.9 
25 to 49 ; 10.8 | 8 | 19.0 | 1.4 11.4 | 1.3 | 20. 5 2.2 
50 to 74 Tha 9.0 | 1.2 28.0 | 2.6 9.8 1.3 30.3 3.5 
75 to 99 co 6.8 | 1.2 34.8 3.8 7.0 | 1,2 | 37.3 4.7 
100 to 149._.__._... 9. 6 | 2.0 44. 4 | 5.8 9.2 2.0 | 46.5 6.7 
150 to 249 . 12.9 4.1 57.3 9.9 13.4 6.0 | 59.9 | 12.7 
250 to 499 Nie 15.1 | 9.0 72. 4 18.9 | 15.2 | 10.0 75.1 | 22.7 
500 to 999 ee ken 11.0 | 10.9 83.4 29.8 10.7 11.7 | 85.8 34.4 
1,000 to 2,499._.._.__. 7.1 13.8 90. 5 | 43.6 5.9 | 13.2 91.7 47.6 
2,500 and over_. 5.5 51.8 96.0 95.4 | 4.5 42.1 96. 2 89.7 
Not available_...___- 4.0 | 4.6 100. 0 100. 0 3.8 | 10.3 100.0 100. 0 








7. Major problems which now confront your office in carrying out responsibilities 
under the Defense Production Act 
None. 
8. Changes in mobilization planning and readiness measures to meet future 
emergencies 
The Federal Reserve banks located in cities considered target areas have 
plans to conduct the essential operations of the banks from relocation offices 
in the event of an emergency. The Reserve banks plan to continue to perform 
such fiscal agency functions under the V-loan program as the situation then 
prevailing permits. 
9. Summary of any standby programs for any future emergency 
The only Federal Reserve program authorized under the Defense Production 
Act is the V-loan program. Plans contemplate that the Federal Reserve banks 
and the Board will be prepared to participate in an expanded V-loan program 
suitable to any future emergency needs. 


10. Changes in organization during the past year 
None. 
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11. Future objectives 

As stated in section 301 of the Defense Production Act, the objective of the 
guaranteed loan program continues to be “to expedite production and deliveries 
or services under Government contracts.” 


12. A statement of action taken as a result of any recommendation of the Joint 
Committee on Defense Production 


None. 


13. Such other information as may appear pertinent in summarizing your activi- 
ties under the Defense Production Act for the past year 


On July 31, 1956, guaranty agreements outstanding totaled $540,341,000 com- 
pared with $535,322,000 outstanding on July 31, 1957, indicating that new guar- 
anties authorized about equaled in amount those terminated during the year. 
The amount of loans outstanding under the guaranty agreements in force on 
July 31, 1957, showed an increase from $364,227,000 to $409,563,000 during the 
12-month period. During the year ending on July 31, 1957, disbursements on 
V-loans amounted to $1,188,052,000 compared with disbursements of $1,021,- 
000,000 during the previous year, showing a slight increase in turnover of funds 
under the revolving credits. 


BoArRD OF GOVERNORS, FEDERAL RESERVE SYSTEM. 


CIVIL DEFENSE ADMINISTRATION 


FEDERAL CIVIL DEFENSE ADMINISTRATION, 
OFFICE OF THE ADMINISTRATOR, 
NATIONAL HEADQUARTERS, 
Battle Creek, Mich., September 26, 1957. 
Hon. A. WILLIS ROBERTSON, 
Chairman, Joint Committee on Defense Production, 
Room 927, HOLC Building, Washington, D. C. 
(Attention: Mr. Harold J. Warren, clerk and counsel. ) 


Dear Mr. CHAIRMAN: This is in response to your letter of August 8, 1957, re- 
questing information regarding our operations during the past year under the 
Defense Production Act. 

Although the Federal Civil Defense Administration conducts no programs 
under the direct authority of the Defense Production Act of 1950, as amended, 
it does participate in certain programs authorized by, or related to, the Defense 
Production Act. Our responsibilities for reduction of urban vulnerability 
(DMO I-18), and standards for protective construction (DMO I-19), fall into 
this category. We presume that our industry program should also be con- 
sidered in this category, although authority for it stems from Publie Law 920. 

Since DMO I-18 does not define reduction of urban vulnerability, we have for 
purposes of carrying out our responsibilities defined the term to include two 
elements: 


1. The physical dispersion of new facilities to the maximum extent possi- 
ble in light of their proposed use, and 

2. The incorporation of adequate protective designs in new construction, 
consistent with anticipated hazards. 

During the past year, there were two principal accomplishments in this area. 
First, with the use of FCDA funds, Department of Commerce prepared for us an 
annotated bibliography, entitled “Reduction of Urban Vulnerability to Nuclear 
Attack.” This document, a copy of which is attached, includes a subject index, 
an author index, a publisher index, and a selected bibliography. The articles 
cited are annotated in the subject index under four major headings: General, 
Dispersion, Target Hardening, and Implementation. 

Second, we completed a survey of Federal agency programs related to reduction 
of urban vulnerability, including programs of the following agencies: 


Housing and Home Finance Agency 
Federal Housing Administration 
Public Housing Administration 
Federal National Mortgage Association 
Community Facilities Administration 
Urban Renewal Administration 
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Commerce Department 
Office of Area Development 
Bureau of Public Roads 
Business and Defense Services Administration 
Weather Bureau 
Bureau of the Census 
Civil Aeronautics Administration 
Maritime Administration 
Office of Defense Mobilization 
Department of Defense 
Department of Agriculture 
Department of Health, Education, and Welfare 
Department of the Interior 
Department of Justice 
Department of Labor 
Post Office Department 
Atomic Energy Commission 
General Services Administration 
Interstate Commerce Commission 


The completion of these two projects have provided tools necessary for the 
further development of programs designed to stimulate the dispersion of new 
facilities and the incorporation of protective construction in such facilities. 

With regard to our responsibility under DMO I-19, FCDA has developed 
standards for protection from blast, radiation, and fallout, which have been made 
available both to industry and State and local governments. Criteria have also 
been developed which must be met in order for States to become eligible to receive 
Federal financial contributions to construct facilities for the conduct of emer- 
gency operations. Attached is a copy of chapter 14 of our Contributions Manual, 
M25-1, dated April 1957, which includes these criteria. 

By agreement with the Defense Production Administration in 1953, FCDA 
reviews applications from defense-production industries for accelerated tax 
amortization for those cases where dispersion is waived and protective construc- 
tion is being incorporated. During the past 18 months, 6 such applications were 
referred to this Administration by the Office of Defense Mobilization for certifi- 
cation that the plans complied with the protective construction criteria 
established by this Administration. 

Our industry program is primarily a public-education activity. This program 
has been coordinated with the related activities conducted by the Industry Facili- 
ties Protection Board of the Department of Defense and the Industrial Disper- 
sion Division, Office of Area Development, Department of Commerce. Close 
liaison and coordination have also been maintained with the industrial defense 
program of the Department of Commerce. The principles of dispersion and pro- 
tective construction have been stressed in the literature which has been dis- 
tributed, in the conferences conducted in cooperation with various industrial 
groups, and in the training courses for industrial executives conducted by our 
Staff College. We have also practiced dispersion as far as our own operational 
facilities are concerned. 

In his letter to you of March 11, 1957, Gov. Val Peterson stated: “If 
programs of dispersion and/or protective construction are to have an effect on 
the total defense picture of the United States, the example of the Federal 
Government will be most important.” I would like to reemphasize this important 
point. 

Sincerely, 
Leo A. Horcu 


FEDERAL CIVIL DEFENSE ADMINISTRATION, FEDERAL CONTRIBUTIONS 


CHAPTER 14. ConTROL CENTER CONTRIBUTIONS PROGRAMS 


14.1 INTRODUCTION 

(a) Purpose 
This chapter sets forth the requirements for operations and communications 
-apabilities and protective construction in control centers to qualify them for 
Federal contributions, and the requirements for approval of applications for 
Federal contributions for control center construction and equipment. 
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(b) Function 

A control center is a headquarters facility for the responsible operating head 
of a government (State or local) and for those key personnel required to con- 
duct emergency operations. It is a workplace which, from the nature of the 
work, must have adequate communications to other operating elements for emer- 
gency government. It should be arranged to permit self-contained, continuous, 
safe occupancy and operating during a civil-defense emergency. Federal con- 
tributions will not be made for administrative use of control centers in normal 
day-to-day activities. However, if the use of a control center for day-to-day 
administrative activities or for civil-defense training does not jeopardize the 
operational capability of the facility in the event of an emergency, such use is 
permitted. 
(c) Emergency operation 

The control center should be so designed, staffed, and equipped as to perform 
each of the following functions for the State, area, or community concerned 
under conditions reasonably to be expected as a result of an enemy attack 
consistent with FCDA current planning assumptions: 

(1) Receive and disseminate attack warnings. 

(2) Receive and analyze reports of damage in sufficient volume and detail 
for identification of the type, magnitude, and effects of an attack. 

(3) Enable responsible officials to make valid decisions as to the best 
courses of action to be taken, based on analyses of intelligence and situation 
reports, preattack and postattack. 

(4) Enable responsible officials to promptly communicate with the lower 
echelons and field forces of the emergency Government organization and the 
next higher echelon of Government. 


14.2 PLANNING 

(a) Program 

Careful advance planning is an important phase in the construction of a 
control center; yet, in many cases, it receives inadequate attention. Most often 
overlooked is the first consideration: whether the proposed center fits properly 
into the National, State, and local programs. The goal of the control-center 
program is the providing of facilities that will permit direction of an emergency 
Government operation efficiently and in reasonable safety during a civil-defense 
emergency. 
(b) Organization 

In order to plan a control center, there should first be established operations 
and organization plans for emergency government organization within a State, 
for metropolitan complexes within the State or extending into other States, and 
for other interstate requirements. From the overall operations plan, the relative 
importance of control centers for the various organizational elements can be 
determined. From the organization plan, the size and composition of the staff 
of each organizational element can be developed. 


(c) State control centers 

In planning both the location and functional capability of a State control cen- 
ter, careful consideration should be given to its relationship to metropolitan 
and area control centers within the State, and to State control centers in adjoin- 
ing States where necessary, in order that there may be an overall integrated 
system capable of efficient operation under all contingencies resulting from enemy 
attack. 
(d) Metropolitan target area control centers 

In a metropolitan complex, independent action by a constituent jurisdiction, 
if feasible at all, would be limited in scope in both the preattack and postattack 
periods. Thus there is doubt as to the necessity for a protective control center 
structure for each jurisdiction in a metropolitan complex. It appears that such a 
complex should have a protected control center only for the unified command 
unless strong justification for protected subordinate centers can be demonstrated. 


(e) Area control centers 

In areas of States where several metropolitan targets are in relatively close 
proximity, thorough consideration should be given to a unified control center 
designed and staffed to serve the several cities involved. An example of this 
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situation is the area of the State of Connecticut encompassing Hartford, New 
Britain, Waterbury, New Haven, and New London-Groton. In some instances 
it may also be desired to locate the State control center at the same site. This 
type of planning may result in great savings in cost to the cities and State, and 
to the Federal Government, and should be encouraged to the fullest practicable 
extent. 


(f) Subordinate metropolitan control centers 

If, in a metropolitan target, there are essential preattack activities requiring 
the operation of a control center subordinate to the unified command, metropol- 
itan or area, and there are no essential postattack functions for it, the subordinate 
center may be housed in an unprotected structure. 


(g) Support area control centers 

Studies indicate that the people in a city attacked by a high-yield nuclear 
weapon may be immobilized by residual radiation for periods ranging from 
1 day to a week or more. It is evident, then, that the initial post-attack efforts 
must come from the support area. This must also be given full consideration in 
control center planning. 


(h) Basic requirements 

Once it is decided that the proposed control center is needed and fits into 
the program, the detailed planning may proceed. A control center structure is 
essentially a workplace, and, from the nature of the work, must have commu- 
nications with other operating elements of the emergency Government organ- 
ization. Therefore, the control center structure must provide (1) sufficient work 
space for the required staff, (2) adequate communications facilities, and (3) 
auxiliary facilities for the support of the staff and its activities. If the center 
must be operational during and after an enemy attack, the structure must also. 
protect against the effects of the attack. 


14.8 COMMUNICATIONS 
(a) Function 
The communications function of a control center is to provide for the receipt 
and dissemination of accurate information and direction in a civil-defense 
emergency. 


(b) Analysis 

Planning of communications for a control center must be based on an analysis 
of the probable preattack and postattack communications situations. There are 
three general phases of this analysis. 

(1) A nuclear attack would probably render useless all radio and TV 
facilities within the A, B, and possibly the C zones of blast damage. These 
zones are enclosed by contours parallel to the boundaries of the assumed 
aiming area at 5-mile intervals. Thus, there must be analyzed the probable 
damage to broadcast facilities, including transmitters, antennas, studios, and 
program control circuits; and to existing police, fire, taxi, and other base 
stations. In most cities that are attacked, the existing commercial and 
public safety fixed stations will probably be damaged or destroyed. 

(2) There must be an analysis of the number of mobile units of each of the 
various services which will probably be able to evacuate before the attack, 
and thus be saved. The number of these units saved and the probability of 
postattack existence of their base stations will affect the control center 
communications requirements. 

(3) There must also be an analysis of the probable destruction of existing 
wire line circuits. This will require a reevaluation of emergency wire facil- 
ities in close coordination with the local telephone and telegraph companies, 
and will also have an important bearing on the location of the control center. 


c. Communications planning 

Planning for communications should be all inclusive, i. e., it should provide for 
the maximum development. Then, if it is necessary to install the equipment in 
stages, later installations will not conflict with the earlier. Preliminary com- 
munications planning must be coordinated with the local telephone company 
and with qualified radio engineers to insure that emergency rerouting of circuits 
is considered and the proper facilities of a standardized nature are employed. 
Insofar as it is possible, all facilities should be of types that are readily obtainable 
and easy to operate and maintain. 
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ad, Communications requirements 
Communications must be provided for the following functions essential to a 
control center, although all of these functions may not be required in all centers: 
(1) Receipt and dissemination of attack warning information. 
(2) Operation of sirens and/or public address systems to alert and convey 
warning to the public. 
(3) Summoning of key personnel for duty when needed. 
(4) Maintenance of contact with other control centers. 
(5) Constant two-way communications with police, fire, rescue, medical, 
engineering, and other operating services and with key broadcasting services. 
(6) Control and programing of broadcast stations under conelrad and post- 
attack conditions. 
(e) Warning facilities 
The control center must have facilities for dissemination of attack warning 
information. Normally, this will not require added radio facilities since public- 
safety radio equipment can be employed for the purpose. In addition, local 
alerting of schools, hospitals, factories, key personnel, etc., can be accomplished 
by wire via telephone or “bells and lights.” Proper coding equipment (either 
wire or radio) must be provided for actuating the sirens. 


(f) Communication facilities 


The control center must provide communications to all elements of emergency 
Government organization from whom information should be received or to whom 
information or direction should be given. To assure adequate coverage, the 
following types of communications facilities must be provided : 

(1) Base stations and existing systems.—Since it is probable that most of the 
existing base stations would be destroyed or rendered inoperable, it will be 
necessary to replace them at the control center in order to effectively utilize 
these valuable mobile services. In most target city or area control centers, fixed 
transmitting facilities for the following essential mobile facilities should be 
considered : 

(a) City, county, and State police departments. 

(b) City and county fire departments. 

(c) Public utility systems. 

(d) City and county road and street departments. 

(e) Taxi systems. 

(f) Amateur mobile networks. 

(g) Miscellaneous radio services in the industrial and land transportation 
fields. 

Due to cost and mutual interference, it is not practical to back up all existing 
base stations in a target city or area. Therefore, only those most important to 
emergency operations should be duplicated in the control center. 

(2) Wire line backup.—The control center should be provided with radio 
backup to the wire-line circuits between the target city or area and the State 
or State area center. These facilities should provide CW and radioteletype 
transmission. Pending release of suitable frequencies for civil defense, voice 
communications for this purpose are not recommended in the available HF bands. 
Where terrain conditions permit, VHF should be considered for such communi- 
cations, and facilities provided if feasible. However, space should be provided 
in the control center for future installation of long-range radio communications 
facilities to include voice communications independent of the CW or radio- 
teletype equipment. 

(3) Broadcast control.—Broadcast control facilities should be provided in the 
control center for programing messages, and instructing and informing the 
general public over AM, FM, and TV stations. Facilities should be provided 
for conelrad operation to permit programing of all clusters in sequential opera- 
tion, or selected-segment operation in case of damage to one or more of the 
broadcast stations comprising the cluster, or to permit extending the coverage 
to specific geographical areas. The local telephone company should be consulted 
to insure that this vital broadcast control link is made as secure as possible. 
Voice communications between a target city or area control center and rural 
or suburban broadcast stations, either via other control centers in the areas 
covered by such stations or directly, is essential to successful control and for 
dissemination of data concerning fallout. 

(4) Other facilities—Radio and telephone communications with the military, 
the Civil Aeronautics Administration, the United States Weather Service, and 
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other Federal agencies through State or area control center should also be 
considered. 


(g) Radio coverage 

In the planning and design of the VHF and UHF radio communications sys- 
tems, the transmission range between the base stations and mobiles should be 
based on “talk-back” rather than “talk-out” distances. Normally, a high-powered 
base station is used for talk-out to mobile units with talk-back transmissions 
received by any one of a number of remote receivers installed within the area 
of operation. The output of the remote receivers is relayed back to the base 
station by either wire or radio relay. In case of attack, these remote receivers 
will, in all probability, be destroyed, thus reducing the talk-back range to that 
of the lower-powered mobile transmitter. Thus, the use of high-powered base 
transmitters gives no greater communications range than the usual 50- to 60-watt 
unit and has the disadvantage of greater cost and a greater interference factor. 
Therefore, power recommendations for alternate base stations are somewhat 
lower than those frequently encountered in everyday systems. This basically is 
to reduce the interference factor to a manageable point when using a number of 
transmitters at a common location. 

(1) Maximum power requirements.—The transmitter powers employed will 
vary, but usually will conform to the following recommended powers: 


Carrier output 


Function: power (watts) 
nen sc ah es ppesabnd niall icant bodiasiereson ices Song ebe ealebpaetn 1 
Pepa UU TU sek i acts sgl ictesibiomihies Semen oe 30 
Car to main control and car to zone control (VHF)-_-----__--_--_____ 30 
Car to zone control and zone control to car (VHF)__--_--_-______-__~ 30 
Between mobilization points and main and/or zone control (VHF) -_-_- 60 
Between supply depots, hospitals, welfare centers, evacuation centers, 

I a. cehisechenehaithieiiao anim eatin 60 
Between zone control and main control (VHF)__--_-___________-____ 60 
setween main control and area control (HF) ~------_____________ 600 
Between area control and state control (HF) ---.-----__-___-_____ 1, 000 


(2) Unassigned stations.—These stations should conform to the above table in 
accordance with the function in which they are employed. When large, non- 
target areas are to be covered, several remote receivers may be used to receive 
the lower powered mobile stations and one base transmitter to talk-out to all. 
These remote receivers would normally be connected to the control station by 
telephone lines. Automatic VHF and UHF repeater stations, either attended or 
unattended, may also be used for this purpose. In addition, mobiles can com- 
municate with sector or zone control centers and be relayed by means of high- 
powered fixed stations to the main control station. 

(h) Frequency usage 

The radio systems employed in a target city or area civil-defense plan will 
usually embrace hundreds of transmitters and receivers on numerous frequencies. 
The operation of such a large number of radio stations without serious inter- 
ference requires the highest order of supervision and control. From the stand- 
point of transmission, the suitability of frequencies for use in a given situation 
depends primarily on (1) the distances involved; (2) the nature of the terrain 
in the transmission path; and (3) the noise and interference conditions preva- 
lent in the receiving stations. Because of the lack of frequencies in the HF 
band and also the severe interference from local and distant stations on these 
congested frequencies, every effort should be made to avoid use of this band 
whenever VHF can be used for the distance involved (up to 40 to 60 miles). 
The frequency band designations adopted by the Federal Communications Com- 
mission for the radio frequency spectrum are: 


| 
Description Abbrevi- | Frequency (mega- 
| ation cycle 48) 
hicineda beige eese | shank 
Low frequency- - ws 0 03 to 0.3 
Medium frequency ~ | M F to 3.0 
High frequency HF | 3.0 to 30.0 
Very high frequency... - VHF 30 0 to 300. 0 
Ultra hi th irohaioney. UHF 300.0 to 3,000.0 


Super high frequency_. SHF 3,000.0 to 30, 000.0 
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In the frequency bands of 50 megacycles and higher it is strongly urged that 
FM modulation be employed in lieu of AM modulation. The reasons for this are 
covered in annex 9-C of this manual. 


(4) Mutual interference 


Since most control centers will employ a large number of radio frequencies (15 
or more), mutual interference between radio transmitters/receivers will be a 
serious problem. It may be necessary to separate the receivers from the trans- 
mitters to reduce this interference. When the receiver and transmitter sites are 
separate, both should preferably be elevated or on high ground. Provision must 
be made for cables from the control center to the transmitter for remote control. 


(j) Location 


The location of the transmitter sites—and of the control center if the trans- 
mitter is to be at the center—must be carefully selected. A qualified radio engi- 
neer should be consulted and a survey made of the communications capabilities 
of the site for the frequencies and powers proposed. Since the bulk of postattack 
communications will be in the VHF and UHF bands, proper antenna sites are 
vital to overall coverage of the stricken area at minimum cost. Topography of 
the location should permit the antenna system to be located on high ground, to 
reduce the tower height required. The control center and the transmitter site 
should have access to commercial power circuits of sufficient capacity. HWmer- 
gency power must also be provided. 


(k) Antennas 

Antenna towers should be of the guyed type, with brackets, guys, and other 
special construction required to support the required antenna arrays. Antennas 
should be arranged so that adjacent antennas or towers will not upset the radia- 
tion pattern of any individual antenna. 

(1) Structural design.—In the 8- to 20-mile zone from an aiming area, towers 
or cross-braced antenna racks intended to survive an attack shall be designed 
to withstand the drag pressure consistent with a peak side-on overpressure of 30 
pounds per square inch from a multimegaton weapon, with conventional allow- 
ances for normal ice and wind loads. 

(2) Alternate towers.—Auxiliary antenna facilities should be provided in 
quantities sufficient to permit emergency operation. Consideration may be given 
to installation of light towers for normal use, supplemented by towers which 
could be quickly erected if the light towers were destroyed by the blast. For 
example, there are commercially available nesting, self-erecting towers (in 
heights up to 150 feet) which can be used for this purpose. 

(3) Tower marking.—Towers must be painted and lighted in accordance with 
the latest CAA requirements. Details are given in the Federal Communications 
Commission’s Part 17—Rules Concerning the Construction, Marking, and Light- 
ing of Antenna Structures. 

(Ll) Mobile equipment 

It must be emphasized that mobile-type radio equipment has limited range, 
and that it may not be possible to provide direct communications between the 
control center and the mobile units. In large cities or areas the circuit chain of 
command woud normally be from the control center to such fixed points as zone 
headquarters, traffic-control center, rehabilitation area, assembly areas, ete. In 
some cities or areas (radius above 30 to 40 miles) direct communications between 
the control center and zones or evacuation areas may require repeaters or relay- 
ing of messages, or the use of frequencies more adapatable to transmission over 
such distances. 

(m) Noise elimination 

It is essential, if continuous efficient communication is to be maintained, that 
serious consideration be given to the reduction of spurious manmade radio noise 
interference. Such common sources of noise are electric sparks such as those 
produced in commutator-type motors, the ignition systems of motor vehicles, 
gasoline-engine-driven generators, etc., and any equipment in which current flow 
is abruptly interrupted, thus producing radio frequency wave components. All 
such equipment must be equipped with noise-suppression filters to protect the 
communications systems from interference or interruption of transmissions. 
Proper maintenance of electrical equipment and appliances will help keep such 
interference at a minimum. This noise can best be suppressed at the source. 
Standard filters are available for this purpose, and these most often constitute 
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the most convenient and economical remedy. If a control center has a consid- 
erable quantity of such noise-producing equipment, they should, if possible, all 
be placed in a shielded room. Metallic shielding of all power cables is also 
recommended as a means of reducing this undesirable influence. 


(n) Intercommunications 


Control-center intereommunications equipment is desirable where the layout 
does not permit ready person-to-person contact. With this type of facility it is 
possible for personnel at any one location to select, call, and conduct two-way 
conversations with any, all, or any desired number of other stations in the 
system. 

Such intercommunications system should be considered only when oral com- 
munication is necessary between physically separated units of the control center’s 
personnel, or where a quick means of conducting conference among a number 
of offices is necessary or desirable. The equipment can also be used as a paging 
system or an alerting system. 


14.4 CONTROL CENTER CONSTRUCTION 


(a) Limitations on eligibility 


(1) Generail.—(a) If the control center is to be in an existing building, 
Federal contributions will be made only for that part of the construction which 
is necessary for the control center, its protection, and its utilities. If the control 
center is to be in a new building that will house functions other than those listed 
as appropriate in paragraph 14.1¢ in this chapter, Federal contributions will be 
made only for that part of the construction of the whole building which is neces- 
sary for the control center, its protection, and its utilities. 

(b) Contributions will be made for reasonable architectural and engineering 
costs in connection with planning, designing and construction of the control 
center, but no such contribution will be made until physical construction of the 
control center has been started. 

(2) Subordinate metropolitan control centers (14.2f).—(a) Contributions for 
eonstruction will be limited to minor alterations to existing buildings. 

(b) Contributions will not be made for a subordinate metropolitan control 
center unless construction of a protected control-center structure (conforming to 
the requirements of this chapter) for the command to which the proposed center 
will be subordinate has progressed at least to the stage of final approval in the 
procedure set forth herein. 


(b) Location 


There are two principal considerations in selection of location; adequacy of 
communications and cost of protective construction. The best location would 
give best communications with least hazard. The location selected may be a 
compromise, but it must assure adequate functioning of the center. 

(1) It is impracticable to attempt to provide adequate protection for a con- 
trol center at locations close to a probable ground zero of nuclear weapons. 
Therefore, no center, other than a subordinate control qualifying under para- 
graph 14.4a (2), will be eligible for Federal contributions for its construction if 
it is located in an aiming area or within 3 miles of the boundary of an aiming 
area, as established by the Federal Civil Defense Administration, except that, in 
certain cases, where it is not feasible to locate a control center outside of the 
3-mile line, consideration will be given to the granting of matching funds for a 
control center between the 3-mile line and the aiming-area boundary under 
criteria to be determined by the Federal Civil Defense Administration Head- 
quarters in each particular case. Contributions will not be made for protected 
control centers within an aiming area except in a very rare instance where it is 
totally impracticable to provide essential centralized control in any other nvanner. 
Should there be such a rare instance, the case will be considered by the Federal 
Civil Defense Administration Headquarters on the basis of location, protective 
construction requirements, and the necessity for duplication of protected control 
centers to reduce the calculated risk. 

(2) The control center should preferably be located in an area of least prob- 
ability of fallout occurrence. This will not obviate the requirements for fallout 
protection, but it will increase the probability of uncontaminated conditions 
during emergency operations. 


(ec) Layout 


(1) Space arrangement.—The functional layout of a control center must be 
based on the organization to be housed. Special attention should be given to 
relative location of the services to reduce traffic inside the control center and 
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increase operating efficiency. Cooking and main sanitary areas should be located 
close to sleeping, eating, and off-duty spaces. Machine rooms should be located 
to obtain maximum reduction of noise and electrical interference. 

In the arrangement of living quarters, it must be recognized that the control 
center, to have assurance of operability, will have to be manned continuously. 

(2) Filter location Contaminant filters must be located with adequate shield- 
ing between them and the rest of the center. 

(3) Bntrances and exits.—All entrances should be arranged to provide reason- 
able security against hazards of sabotage. Facilities should be provided for 
controlled approach, showing of credentials, and selective admission. At least 
two exists must be provided for security and for safety against blocking by debris. 
All personnel entrances should be arranged to reduce air loss under contaminated 
conditions. 

(4) Decontamination.—At least one personnel entrance should have facilities 
for decontamination of personnel entering during contaminated conditions. It 
should have facilities for (1) handling contaminated clothing, (2) showers, 
(3) dress, and (4) storage of clean clothing. Showers and dressing room 
may be located to be used both for normal use and for decontamination. 

(5) Space allowances.—Space allowances should be held to a minimum in 
consonance with the functional nature of the center. Machine rooms must have 
adequate space for maintenance of equipment and its removal without extensive 
dismantling. Sleeping rooms should be arranged with bunks 3 or 4 high and 
with minimal aisles. 


(d) Structural design 


(1) Loading.—The equivalent static blast loadings, if any, to be used in the 
design of a control center will be furnished by FCDA at the time of preliminary 
approval of location. In the area between the lines 3 miles and 20 miles outside 
of the aiming area, the blast loadings for the components of the building will be 
consistent with a peak side-on overpressure of 30 pounds per square inch from 
a multimegaton weapon. 

(2) Allowable stresses.—The structure should be designed to be on the verge 
of collapse for all modes of failure (i. e., buckling, shear, flexure, bond, etc.) at 
the usual specified static material strengths or yield points. 

(3) Underground versus aboveground design.—iIn general, the cost for con- 
struction of control centers below ground will be much less than above ground, 
due to the necessity for designing for reflected pressures above ground, and the 
greater radiation problem above ground. 


(e) Radiation protection 


(1) If design against blast overpressure is required, the control center should 
preferably have a shielding mass along any straight line to the open-air equiva- 
lent to 6 feet, 8 inches of earth, or 4 feet, 6 inches of concrete, and must have a 
minimum equivalent of 4 feet, 6 inches of earth or 3 feet of concrete. This mini- 
mum requirement for shielding could result in a 50-rem dose for some of the 
occupants if the control center is exposed to its maximum design blast loading by 
a nuclear weapon in the low-megaton range. If design against blast overpres- 
sure is not required the shielding mass must be equivalent to 3 feet of earth or 
2 feet of concrete. 

(2) A shielding mass, equivalent to 8 inches of concrete, must be provided 
between the contaminated air filters and the operating areas. 

(3) Radioactive dust must be excluded from the control center (see par. 14.4h 
(5) ) except for subordinate metropolitan control centers. 


f. Chemical and biological warfare protection 


These agents must also be excluded from the control center (see par. 14.4h 
(5) ) except for subordinate metropolitan control centers. 


(9g) Interior treatment 


Interior treatment of the structure should express its utilitarian nature. 
Acoustic treatment should be limited to those portions of the control center where 
noise reduction is essential for operations. Plush fixtures, materials, and fin- 
ishes should be avoided. The interior of the structure should be as fire resistant 
as is possible. Painting of walls and ceilings should be used to increase reflec- 
tion and reduce the lighting powerload. 


(h) Utilities 


(1) General.—(a) The control center will be inoperable without utilities. 
Under emergency conditions it may be impossible to provide emergency utilities 
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from without because of fallout. In any event, this would be impractical after 
an attack, because the center must be fully operational in the critical first few 
hours. The center should be self-contained. 

(b) From the standpoint of maintenance and emergency repair, the utilities 
within the center should be readily accessible. All piping, wiring, and duct- 
work should be run exposed. 

(c) Equipment shall conform to FCDA specification, where applicable. 

(2) Light and power.—(a) For type of lighting, balance first cost against 
operating cost with special consideration of the cost of providing standby power. 
General lighting should give average levels of illumination and should be sup- 
plemented by local lighting where higher intensities are required. Fluorescent 
lighting may be used only where it cannot interfere with radio or teletype oper- 
ation. 

(b) Standby generators should be provided to carry the total operating load. 
If feasible, power for communications equipment should be balanced with gen- 
eral purpose power to minimize the effects of fluctuation. 

3) Water supply.—The control center must be provided with a sure source 
of water for domestic purposes. This will probably require the construction of 
a well and water supply system. It should be within the center to afford maxi- 
mum protection against sabotage and biological agents, and against weapon 
effects. If well water is used.for heating or cooling, the systems may be com- 
bined. 

(4) Sewerage.—Provision should be made for emergency waste disposal if 
normal facilities are disrupted. The piping should be arranged so that the 
changeover can be made within the center. 

(5) Heating, ventilating, and air conditioning—(a) General: The heating, 
ventilating, and air-conditioning system shall conform to good practice as 
defined by the latest edition of the Heating, Ventilating, and Air-Conditioning 
Guide, published by the American Society of Heating and Air-Conditioning Engi- 
neers, or other generally accepted authority. 

(b) Heating system: The heating system should be able to maintain a tem- 
perature of 70° F. in occupied spaces and 60° F. in service areas when the out- 
side air is at the normal winter-design temperature, and to warm the added 
fresh air to 70° F. Preferred sources of heat during emergency operations are 
electric power, reversed-cycle refrigeration, and engine generator losses. 

(c) Ventilating system: The ventilating system shall distribute conditioned 
air to all occupied spaces and shall exhaust air from toilets, showers, kitchens, 
and machinery spaces. During periods of emergency, the normal ventilating 
system may continue to operate but all fresh air must be filtered through a gas- 
particular filter unit before entering the system. This unit shall be able to 
remove biological and chemical contaminants as well as particulate matter of 
all sizes. Gas-particulate units are available through Federal Civil Defense 
Administration in standard sizes of 300, 600, 1,200, 2,500, and 5,000 cubic feet 
per minute. Space should be provided for at least one installed standby unit. 
Gas-particulate filtration must be included in the ventilation system of all con- 
trol centers except subordinate metropolitan control centers. The quantity of 
fresh air introduced under emergency conditions should be reduced to a mini- 
mum consistent with the number and activity of the occupants in order to limit 
the installed capacity of protective ventilation apparatus. The amount of fresh 
air introduced into the system should not be less than— 

2 cubic feet per minute for each person at rest. 

5 cubic feet per minute for each active person. 

These quantities of fresh air will replace the oxygen which is consumed and will 
limit the concentration of carbon dioxide, but probably will not be adequate 
for controlling humidity or noxious odors. The quantity of fresh air should be 
increased as may be necessary to provide for combustion air requirements or to 
maintain a slight overpressure to prevent infiltration of contaminated air. Hu- 
midity and odor control may be otained, if necessary, by installation of de- 
humidification apparatus and activated carbon filters in the central air-condition- 
ing equipment. FCDA-approved automatic blast valves or dampers—designed 
and constructed to operate satisfactorily under a blast pressure of 30 p. s. i. or 
less—should be installed to close all air intake and exhaust openings to pre- 
vent equipment damage. 

(d) Air conditioning and dehumidification: The air-conditioning system 
should be keep air conditions in occupied spaces below 80°F. effective temperature, 
90° F. dry bulb temperature, and 80 percent relative humidity. Dry bulb tem- 
peratures in machinery rooms should not exceed 100° F. To conserve fresh air 
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during periods of emergency operation, temperature rise in apparatus and 
machinery rooms may be limited by local cooling. Well water or mechanical 
refrigeration may be used for cooling and dehumidification. Hermetically 
sealed, water-cooled refrigerant condensing units (without shaft seals) are 
preferred for mechanical cooling. The refrigerant used shall not be toxic, ex- 
plosive, or irritating if released within the building. Pressure relief valves, 
vented to the atmosphere, shall be provided for all pressure vessels containing 
liquid refrigerant. Installation of mechanical refrigeration equipment shall be 
in accordance with the American Standard Saftey Code for Mechanical Refrigera- 
tion, ASA—B9.1, sponsored by the American Society of Refrigreation Engineers 
or other generally accepted authority. 

(6) Site improvement.—The control center project should include the minimum 
of access drives, walks, and parking facilities required to make it fully 
operational. Design of these facilities should be reasonably austere and con- 
form to good engineering practice. The project should also inclued soil stabiliza- 
tion and dust control. 

14.5 APPLICATION PROCEDURE 
(a) General 


Preparation of the project application must be in accordance with the pro- 
cedures set forth in chapters 1, 2, and 3 of this manual, except as modified in this 
chapter, and the regulations. Particular attention should be paid to the bid pro- 
cedures specified therein. 

The procedure set forth below is designed to give the maximum service by 
FCDA to the States and local governments in obtaining adequate control 
centers. Adherence to procedure will obviate much correspondence and loss of 
time. The procedure has three major phases. 

(1) Phase I. Tentative discussion—The State proposes a control center 
project to the FCDA regional administrator. This proposal is made in letter 
form accompanied by the data listed in paragraph 14.5b. The regional admin- 
istrator, with advice from the FCDA national headquarters, will inform the State 
of (1) FCDA tentative approval of the project, (2) approval of the location, 
(3) requirements for design blast loadings and shielding mass, and (4) avail- 
ability of funds. 

(2) Phase IT. Application.—After preliminary design, the State submits to the 
regional administrator formal application on project application FCDA Form 
233, supported by the data listed below. One application shall be submitted 
for the control center structure and its utilities, and part III of the application 
is not required in this case because it is replaced by the data required in para- 
graph 14.5b (2) of this chapter. If contributions are desired for communications 
or other equipment, separate applications must be submitted to conform to the 
applicable chapter of this manual, and these applications must contain a part 
III, adequately completed. The regional administrator, with advice from na- 
tional headquarters, will approve the application subject to any necessary stipula- 
tions as to changes in the design and for a tentative amount of Federal contribu- 
tions pending accurate determination of the cost. 

(3) Phase III. Final review.—Before issuing requests for bids, the State 
submits, in duplicate, substantially complete working drawings and specifications 
to the regional administrator. The regional administrator will advise the State 
of FCDA final approval of design. 

(b) Data required 

The data listed herein must be submitted in order to permit adequate ap- 
praisal of a proposed project and analysis of an application. 

(1) Phase I, With the letter proposing a control center project—(a) A block 
diagram showing the chain of command and control, extending at least one 
echelon below the emergency government for which the control center is planned. 

(b) A diagram showing the communications to and from the control center 
with— 

(i) Communications points and agencies involved ; 

(ii) Wire facilities and/or radio frequencies for each circuit; 

(iii) Alternate means of communications to be used if the control center 
becomes inoperable. 

(c) A chart of the emergency government organization which will use the 
control center showing lines of authority and number of people in each organi- 
zational element (one shift). 
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(d) A brief statement of the proposed plan of operation of the control center. 

(e) A brief statement of the relation between the operations of the proposed 
control center and other control centers in any integrated systems. 

(f) A map, in duplicate, at a scale of 1: 500,000 showing the proposed loca- 
tion of the center in relation to the community or area which it will serve. 

(g) A statement describing briefly the studies of communications capabilities 
which have been made for the proposed site, and the results. 

(h) A statement of the degree of safety of the preposed center from fire and 
flood. 

(2) Phase II. With the application.—(a) Preliminary drawings of the pro- 
posed control center, including at least— 

(i) Single line plans showing principal dimensions and space allocations 
both for emergency and for normal peacetime operations. 

(ii) One major cross section and one wall section showing floor, wall, and 
roof construction; if the control center is to be in a multiuse building, these 
selections must include the entire building and show construction of all 
floors and roof. 

(iii) Mechanical and electrical plans showing general layout of the sys- 
tems and locations and capabilities of principal items of equipment, includ- 
ing communications equipment. 

(b) An outline specification giving design criteria and types of materials 
proposed. 

(c) A cost estimate; in the case of a multiuse building, the estimate shall 
show the total cost of the building and the portion attributable to the control 
center. 

(d) Bstimates of the time required— 

(i) After approval of the application, for completion of the final plans 
and specifications for the structure and the communications equipment. 

(ii) After final approval, for starting construction. 

(iii) After final approval, for completing the center ready for operation. 


ANNOTATED BIBLIOGRAPHY ON THE REDUCTION OF URBAN VULNERABILITY TO 
NUCLEAR ATTACK 


(Prepared by special projects staff, Office of Area Development, 
Department of Commerce) 


I. INTRODUCTION 


This Annotated Bibliography on the Reduction of Urban Vulnerability to 
Nuclear Weapons was prepared by the special projects staff, Office of Area 
Development, Department of Commerce, for the Federal Civil Defense Adminis- 
tration. It includes articles dealing with measures which can be taken to 
limit the damage to existing urban areas or to prevent the creation of new 
urban targets. These measures fall into two major groups: The dispersion 
of population and industry to lessen the value of a target, and the hardening 
of the target to make it more resistant to damage. 

This bibliography does not include articles on weapons effects or on specific 
engineering design data on shelters or other types of protective construction, 
except where such references have been included in articles dealing with re- 
duction of urban vulnerability. Since this is a preliminary printing of this 
bibliography, no effort has been made to include articles from foreign sources; 
also, there are a considerable number of articles from domestic sources which, 
because of time, have not been included. 

The bibliography includes a subject index, an author’s index, a publisher’s 
index, and a selected bibliography. The articles cited in this bibliography are 
annotated in the subject index under the four major headings—“General,” 
“Dispersion,” “Target Hardening,” and “Implementation.” 

Books, pamphlets, articles, and reports which cover all or nearly all of 
the points in reduction of urban vulnerability have been classified under the 
title “General.” 

Under the major heading of “Dispersion” have been classified articles in- 
eluding both the dispersion of population and the dispersion of industry without 
any distinction being made in the classification. Many authors include both 
industry and population in the term “industry” or make the assumption that 
dispersion of population will follow the dispersion of industry. 
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Under the major heading “Target Hardening” are included shelter, pro- 
tective construction, modification of existing buildings, and urban planning. 
Urban planning has been placed under this major heading because the primary 
concern of such planning involves local ordinances or regulations on con- 
struction standards, zoning, and use of facilities, even though it is recognized 
that such planning may consider or result in dispersion. 

The major heading “Implementation” includes references to Federal and 
State legislation, and to local ordinances and regulations; executive policy; 
and financial aid and other governmental assistance. Articles on proposed 
legislation or proposed assistance programs are not included in this major 
eategory. Such references have been classified under heading for which such 
actions are desired. 

The majority of authors indicate that immediate action should be taken 
to reduce the vulnerability of our urban areas and that the Federal Govern- 
ment should contribute more in the way of financial aid and leadership to 
promoting reduction of this vulnerability. The methods for achieving the re- 
duction of vulnerability, however, vary. A large number of authors believe that 
both dispersion and target hardening, particularly shelters, are needed. A 
smaller number would rely either on dispersion or shelter. Those relying on 
dispersion feel that shelters are inadequate, while those relying on shelters 
feel that mass dispersion of population and industry is next to an impossible 
task. Most authors who indicate methods for achieving dispersion agree that 
it should be accomplished over a long period of time by dispersion of new 
industrial facilities and housing. Only a few authors advocate the relocation 
of industrial facilities. 

II. SUBJECT INDEX 


A. GENERAL 


101. Federal Leadership to Reduce Urban Vulnerability, Project East River, 
Part II-B, Associated Universities, Inc., 40 pages, June 1952, illustrated. 
Vulnerability can be reduced through development and implementation of 

standards of construction, spacing, and permitted density of population. 
Detailed summary of urban defense standards recommended. Federal lead- 
ership through financial assistance, adherence to standards in Federal con- 
struction, and guidance to State and local governments and private groups 
is recommended. 


102. Reduction of Urban Vulnerability, Project East River, Part V, Associated 

Universities, Inc., 104 pages, July 1952, illustrated. 

Recommends defense standards for urban development. Defines types 
of vulnerable urban district and zoning standards relevant to density and 
structural design. Suggests that public and private enterprise conform to 
these standards. A special shelter program and research on building codes, 
zoning ordinances, risk insurance, wartime fires, regional relocation, and 
protective design is also recommended. 


103. Proceedings of the Conference on Building in the Atomic Age, June 16 
and 17, 1952, Massachusetts Institute of Technology, 115 pages, 1952. 


Fifteen technical papers dealing chiefly with structural design under the 
following headings: “General Effects of Atomic Bombs,” “Design of Above 
Ground Structures,” “Design of Below Ground Structures,” “Special Applica- 
tion,” “The Government Program,” “Economics of Structures in the Atomic 
Age.” Professor Kelly’s paper, The Necessity for Dispersion, presents a 
clear summary of the status of “dispersion.” 


104. Federal Activities for Nonmilitary Defense, Lt. Gen. Willard S. Paul, Pro- 
ceedings of Businessmen’s Conference in the Atomic Age, Chamber of 
Commerce of the United States, pages 31-41, June 15, 1954. 


The best defense against nuclear attack is dispersion. New industries and 
new urban growth must be placed outside of the present congested areas. 
The Federal Government, through the delegate agencies, will furnish advice 
to industry on the most feasible measures for improving the physical secu- 
rity of important facilities. The responsibilities of various agencies for 
reducing vulnerability are set forth and described. 
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Reduction of Vulnerability in the Milwaukee Area—An Exploratory Study, 
Oscar Sutermeister, city of Milwaukee and Milwaukee County, 74 pages, 
1954, illustrated. 

An exploratory study prepared at the direction of the City of Milwaukee 
Civil Defense Administration and the Milwaukee Metropolitan Civil De- 
fense Commission. The report draws heavily upon the recommendations 
contained in Project East River. Includes recommendations for action 
which should be taken by the city of Milwaukee, by other local political 
jurisdictions within and contiguous to the Milwaukee metropolitan area, 
concerning zoning, building regulations, stimulating new growth in dis- 
persed areas, auxiliary water supply for fire fighting, and taxes. Also 
includes suggested enabling legislation which should be undertaken by the 
State of Wisconsin. 


The Bomb, Survival and You, Fred N. Severud and Anthony F. Merrill, 

Reinhold Publishing Corp., 264 pages, 1954, illustrated. 

Contains building design information of a general nature. Points out 
that protective measures can be taken in providing shelter through strength- 
ening of existing buildings and design of new structures. Dispersion is con- 
sidered imperative, since complete protection cannot be provided through 
building design. 


The Tasks of Nonmilitary Defense and the Present Status of Planning, 
William H. Stead, Planning Pamphlets, National Planning Association, 
97 pages, May 1955. 

Essentials of a successful nonmilitary defense program are: Space; mate- 
rial resources ; effective planning and organization for continuity and revival 
of industrial production and essential government functions; responsibility 
upon Federal Government for direction and coordination of defense pro- 
gram: and availability of people for nonmilitary defense assignments. The 
most important condition of successful nonmilitary defense is reduction of 
target vulnerability through spacing. Available stockpiles are vital. Major 
measures for promoting nonmilitary defense are: Speeding up decentraliza- 
tion of industry along with housing; major highway development and im- 
provement; air and railway improvements to facilitate dispersion and move- 
ment; and conservation and wise use of material and natural resources to 
meet wartime needs. 

Industrial Dispersal, University of Maryland, Bureau of Business and 
Economic Research, 9, 12 pages, March 1956. 

An analysis of certain aspects of industrial dispersal as an aid toward 
reducing vulnerability. Conclusions are: Authoritative control over new 
construction; long-range planning for dispersion should be integrated with 
continuing needs of economy such as proposed Federal highway programs; 
aid to distressed areas: and basic responsibility for civil defense must be 
assumed by the Federal Government. 


Civil Defense for National Survival, Committee on Government Opera- 
tions, House of Representatives (24th Intermediate Report), 84th Con- 
gress, 2d session, United States Government Printing Office, 103 pages, 
July 27, 1956. 

A thorough analysis of the status of Civil Defense in 1956. A Depart- 
ment of Civil Defense is recommended. Industrial dispersal is not consid- 
ered promising as a civil defense measure. Shelter is considered to be the 
central measure in any effective civil-defense program. Evacuation as a 
peripheral measure has a proper role. But evacuation without sufficient 
advance warning is impossible, and the fleeing population is subject to fall- 
out radiation unless shelter is available. 


B. DISPERSION 


(Also see urban planning) 
Need for 
Decentralization Can’t Wait, Tracy B. Augur, the Appraisal Journal, 17, 
pages 107-113, January 1949. 
“Unless we begin the dispersing of our cities at once, America may become 
a target for atomic blitz.” 
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Industrial Vulnerability to Bombing, C. F. Robinson, the Military Engi- 
neer, 41, pages 1-6, January-February 1949, illustrated. 

Documented study of the destructive effects of atomic bombs on building 
structures and the protective measures which have been taken and consid- 
ered to date. Concludes that dispersion of industries is the best answer. 
German experience with underground facilities indicates that some measure 
of protection under special conditions can be achieved, and Japanese experi- 
ences indicate the possibility that certain structural characteristics tend to 
minimize the destructive effects of bombs. 


The Strategy of Civil Defense, Ralph E. Lapp, Bulletin of the Atomic 
Scientists, Special Issue, 6, pages 241-248, August-September 1950. 
Because of the accessibility of our cities the only effective defense against 

the triple threat effects of modern weapons—blast, fire, and radioactivity— 
consists in dispersing industry and population—before-the-fact measures, not 
after-the-fact relief. There is need for immediate action for such defense 
measures and need for educating the people to the real hazards of modern 
warfare. 


3omb Defense for Industry’s Production, Architecural Record, 109, pages 

128-131, February 1951. 

Industrial facilities should be constructed to resist bomb damage. England 
prepared for bomb attacks prior to World War II, while Germany did not. 
Comparison of the effects of bombing indicates that the English industry 
suffered less damage than did industry in Germany. Recommendations 
are: (1) Study defense measures for existing factory buildings; (2) study 
defensive building design; (3) survey the entire matter of plant dispersal 
versus underground building. 


Industry, the Target, William J. Platt, Stanford Research Institute, 8 pages, 
February 11, 1953. 
Production is the key factor in the outcome of modern war. The threat 
of attack, our vulnerability, and need for preparation is examined. Methods 
of preparation for defense are dispersion, protection, and organization. 


Dispersion for Security, I. D. Brent, Press Release No. 71, United States 

National Security Resources Board, 10 pages, April 5, 1949. 

To military defense must be added dispersion or space security. This can 
be accomplished in two ways: A form of migration—dispersing industry and 
population from one region to another; and the deconcentration of cities or 
deurbanizing—introduction of space among the urban and industrial units 
of the metropolitan area. 


Impact of Air Attack in World War II: Selected Data for Civil Defense 
Planning, Stanford Research Institute for Federal Civil Defense Adminis- 
tration, United States Government Printing Office, parts I and II, 443 
pages, June 1953. 

An analysis of the effects of bombing upon German industry during World 
War II. German industry withstood bombing by use of shelters for person- 
nel, shields for equipment, and dispersion of industry. Not until the trans- 
portation system was badly hit, did German industry greatly feel the effect 
of bombing. With the breakdown of transportation, dispersed facilities suf- 
fered for want of materials and component items. 


Symposium on Continental Defense, Val Peterson, Signal, 9, pages 37-38 

and other pages, September—October 1954. 

Our industry (plants and people) will be the target of an enemy attack. 
Survival of industry is primarily the responsibility of industry. Only by 
effective preplanning can industry survive. There must be sound business- 
like preparations of a physical nature to protect people and equipment such 
as dispersal and strengthening of structures. Those who cannot disperse 
must be prepared to withstand the forces released by nuclear weapons. 
Winning the Broken-Back War, W. C. Wentworth, Air Force, 37, pages 

25-29, December 1954. 

Recommendations for winning a “broken back” war: A limited shelter pro- 


gram, decentralization of industry, stockpiling of goods, and an administra- 
tion capable of operating independently after an attack. 
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110. General Aspects of Civil Defense, Life Insurance Association of America, 
86 pages, 1954, illustrated. 


A comprehensive review of what an all-out enemy attack using the latest 
nuclear weapons might cost the American people. Two of the means to com- 
bat this cost are absence from a target area, which can be achieved perma- 
nently through a longtime program of dispersion, necessarily carried out in 
advance of an attack; and increased shelter in the area between the inner 
zone of complete destruction and the outlying fringe of no bomb damage. 


111. “The Bomb” on Men and Cities, S. Weingard, Interavia, NATO Issue No. 2, 

9, pages 500-504, 1954, illustrated. 

The main feature of atomic war is that it would be different from all oth- 
ers, that we have no experience of it, and that such experience is most diffi- 
cult to acquire. Dispersion appears to be more effective than evacuation. 
Evacuation, if successful, may save more lives, but if not successful may lead 
to panic and national paralysis. 


112. Passive Defense for Atomic War, Klaus Knorr, Memorandum No. 6, Prince- 
ton University Press, 32 pages, 1954. (Condensation of this memorandum 
appears in the Bulletin of the Atomic Scientists, March 1955.) 

Neither a strategic air force (retaliation) nor a defensive air force is suf- 
ficient to deter an enemy from attacking this country. Needed is an active 
civil defense and a passive defense. Dispersion (passive defense) should be 
encouraged by the Government. Some dispersal could result from simply 
helping people to make locative decisions, other dispersion may acquire finan- 
cial assistance, which need not be too costly. This article critically examines 
the basic assumptions underlying official American policy on air defense 
which emphasizes the “Sunday punch” and neglects defensive measures. 


113. Civil Defense, Air Marshal Robert Saundby, Aeroplant, 88, pages 237-239, 

February 25, 1955. 

There are three groups of tasks for civil defense: (1) Measure of preven- 
tion; (2) measures of reduction; and (3) measures of restoration. Included 
in measure of prevention are dispersion of industry and certain public insti- 
tutions and shelters. Construction of underground shelters for use as car 
parks in peacetime is suggested. 


114. If Bombers Come: Protecting Target Dwellers: Keeping Industry Alive, 
Business Week, page 58 and others, April 16, 1955. 
An appeal to review civil defense measures, particularly evacuation and 
dispersion standards, in the light of the development of the H-bomb. 


115. Dispersal of Industry in the Atomic Age, Lt. Gen. Leslie R. Groves, United 

States Army (retired), Mechanical Engineering, 77, pages 486-487, June 

1955. 

Problems confronting the world today were created through advances in 
technical scientific knowledge. Sound defensive measures must be planned 
in case of enemy attack—effective retaliation and efficient dispersal of in- 
dustries and people. 


116. To Provide for the Common Defense, Hubert H. Humphrey, Bulletin of the 

Atomic Scientists, 11, pages 244-246 and others, September 1955. 

A cogent analysis of civil defense problems facing the Federal Govern- 
ment. One of the most urgent problems is that of reducing the vulnerabil- 
ity of our cities and industrial complexes. The national industrial policy, 
promulgated in 1951, has been only partially successful. The problem of 
fallout and other factors suggest a further review of the dispersion theory. 
Dispersion of industry should alleviate population density. Direction and 
assistance is needed by industry in planning for continuity of production 
and in providing protective construction. 


117. Baltimore and the H-Bomb, University of Maryland, Bureau of Business 
and Economie Research, *, 16 pages, September 1955, illustrated. 

An analysis of Baltimore's vulnerability to a five megaton nuclear weapon. 
Conclusions are that the city and port area would be completely destroyed 
and much of the industrial metropolitan area to the east of the city would 
suffer considerable damage or would be disabled by radioactive fallout. 
Recommendations are made for a foreign policy aimed at preventing war, 
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military strength sufficient to deter attack, and attention to a policy of in- 
dustrial dispersion for the purpose of reducing vulnerability. 


8. Dispersal Is Good Defense, Edgar A. Parsons, Ordnance, 41, pages 237-240, 


September—October 1956. 


Space is considered our best passive protection against obliteration bomb- 
ing. It is suggested that space can be achieved only by an enlightened and 
intelligent program of dispersal of industry while there is still time. 


Social and Economic Aspects 


The Problem of Reducing Vulnerability to Atomic Bombs, Ansley J. Coale. 

Princeton University Press, 116 pages, 1947. 

An early analysis of the kinds of vulnerability to which a nation is exposed, 
and measures which should be taken to avert or alleviate the potential 
disastrous effects of attack by atomic bombs. The purposes of national 
policy toward the military use of atomic energy may include one or more 
of the following: (1) To prevent the occurrence of an attack by atomic 
weapons. (2) To prepare to win a war involving atomic weapons, should 
one occur. (3) To minimize the loss of civilian life during attack, and to 
maximize the Nation’s ability to resume activity after an attack. To win 
a war, to minimize loss of life, and to maximize the Nation’s ability to 
resume activity after an attack, dispersion of industry and population, the 
development of transportation facilities to avoid bottlenecks, shelters, con- 
struction of blast and heat-resistant buildings, and underground construc- 
tion for locating vital industries are recommended. A great amount of re- 
search and study is needed before undertaking any of these programs. 


Decentralization in Industry, W. Paul Dickson, Studies in Business Policy, 
National Industrial Conference Board, 40 pages, May 1948, illustrated. 


The report of a survey of 148 individual companies. The results indicate 
a definite trend toward decentralization. An examination is made of the 
current trend and the reasons given by individual companies. Major em- 
phasis has been placed on geographic dispersion of plant facilities rather 
than on management. 


Decentralization—Defense Against “Atomization,’” Chester I, Barnard, Pub- 

lic Utilities Fortnightly, 41 pages, 597-603, May 6, 1948. 

Some of the significant factors involved in decentralization of population 
which might prove as disastrous to our economy by its chain reaction as 
would the bomb itself. Such factors as costs, effects on real estate values, 
breakup of large city governments and financial stability of the Nation are 
considered. Conclusions are: (1) Decentralization would be disastrous; 
(2) defense appears impossible; (3) international control is the only hope. 


Industrial Location in the Atomie Age, Gayle W. Arnold, Press Release No. 
71, United States National Security Resources Board, 8 pages, Novem- 
ber 15, 1948. 

Dispersion provides security by limiting enemy’s striking power. In- 
dustry efforts should be directed toward development of a progressive dis- 
persion plan built around normal expansion and obsolescence. Solution 
must be economically feasible and meet necessity of long-range planning. 
Decentralization of industry and population is actually occurring. Further 
study and effort toward dispersal is reeommended. 


Why Industry Moves South, Glen E. McLaughlin and Stefan Robock, Com- 
mittee of the South Series, Report No. 3, National Planning Association, 
193 pages, 1949. 

A study of factors influencing the recent location of manufacturing plants 
in the South. The study discusses the background of the problem: factors 
of location, such as markets, materials, and labor; transportation facilities 
and services; and other factors, including capital and bank credit, manage- 
ment, climate, building site availability, local and industrial structure, size 
of community; and State and local influences. This report is an analysis 
of firsthand data secured from business executives with recent plant- 
location experience. It is believed that this study will provide some useful 
and practical guides and answers on which there has been only incomplete 
data heretofore. It may prove useful in dispersion planning for new 
industry. 
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206. Dispersal Is Good Business, Tracy B. Augur, Bulletin of the Atomic Scien- 

tists, 6, pages 244-245, August-September 1950. 

A recent analysis of 12 new dispersed industrial plants indicates that 
savings in the cost of operation of the new plants can pay the entire cost 
of construction from within 8 to 25 years. Another indication of new con- 
struction economy is found in the increasing number of suburban shopping 
areas. Blighted areas cost the cities far more in operating expense than 
they return in revenue. Physical obsolescence of the larger cities is costing 
the country an enormous sum in excess costs to keep the old plants in service. 
Current building is not solving city problems and the money spent could be 
utilized in grouping tlhe new buildings and facilities to form new cities, which 
will pay for themselves in savings from greater economy and efficiency. 


207. Psychological Problems of A-Bomb Defense, Irving L. Janis, Bulletin of the 

Atomic Scientists, 7, pages 256-262, August-September 1950. 

The psychological aspects built up resistance to a large-scale program of 
population dispersal. Furthermore, strong emphasis upon the dangers of an 
atomic weapons attack to break down this resistance may result in the 
spontaneous and unplanned movement of people to less vulnerable areas of 
the country. While it may not be possible to provide adequate shelter for 
the majority of the population, some measures may be taken for partial 
protection and will prove psychologically advantageous. Research on public 
opinion and attitudes to gage the probable impact on alternative policies 
is recommended. 


208. A Plan for Industrial Development—Industrial Dispersion of the Seattle 

Marketing Area. Seattle Chamber of Commerce, 16 pages, 1950. 

A preliminary study conducted jointly by the King County and Seattle 
Planning Commissions and Seattle Chamber of Commerce to determine the 
feasibility of industrial dispersion within the market area. It was used 
by the National Security Resources Board as a basis for Federal policy 
published in the brochure “Is Your Plant a Target.” The study originated 
in the local area and is believed to be the first program of its kind to be 
developed. Recommendations of sites for heavy industry, light industry, 
and industrial parks were made. An analysis was made of power, fuel, 
housing, manpower, and related problems. 


209. Dispersal of Federal Buildings (Agencies), United States House of Repre- 
sentatives and Senate, Hearings, 8ist Congress, 2d session, H. R. 9864; 
82d Congress, Ist session, H. R. 1728 and S. 218, 1951, United States 
Government Printing Office. 

Hearings on a bill to authorize a program to provide for the construction 
of Federal buildings outside of, but in the vicinity of and accessible to the 
District of Columbia, and for other purposes. Hearings before the Com- 
mittee on Public Works on H. R. 9864. (House of Representatives, 81st 
Cong., 2d sess.) Hearings before the Subcommittee on Public Buildings and 
Grounds of the Committee on Public Works on H. R. 1728. (U.S. House of 
Representatives, 82d Cong., 1st sess. ) 

210. Offices Move to Suburbs, Business Week, pages 79-S0O, March 17, 1951. 

More and more companies are moving white-collar workers out of the city. 
Practical reasons, such as cheaper rents, room for expansion, labor supply, 
and better working and living conditions are aiding in decentralization and 
dispersion. 


211. Cities Are Here To Stay, Robert E. Merriam, Bulletin of the Atomic 

Scientists, 7, pages 251-255, September 1951. 

A discussion of some of the practical difficulties to dispersion include cost, 
profusion of local governments involved, the danger of arousing antagonisms 
between city and country and one community with another, and dispersal’s 
basic threat to freedom of movement. 
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Federal Action Toward a National Dispersal Policy, William L. C. Wheaton, 
Bulletin of the Atomic Scientists, 7, pages 271-275, September 1951. 


The new Federal dispersal policy has done much to start a true dispersal 
program in the United States. To carry out a national program of dispersal 
the following essentials are necessary: A comprehensive dispersal policy 
and administrative means of coordinating operations of various:Government 
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agencies; control over the location of new industries, authority to assure 
housing construction needed for industrial plants, to provide essential com- 
munity facilities to plan and acquire sites for dispersed defense communities ; 
to reconstitute the boundaries of local government areas or to establish new 
State or metropolitan agencies ; and to carry on planning programs to reduce 
the density of overcongested areas and prevent recurrence of overcrowding. 
Orderly dispersal is imperative to the future security of the Nation. The 
annual increase of new growth, properly guided, could relocate a fifth or a 
third of our urban population with their factories in each decade. 


Plant Decentralization: Industry Shifts Its Plants Away From Old Strong- 
hold, Business Week, pages 22—24, September 8, 1951. 
Decentralization is taking place, because industry has found many incen- 
tives for building new plants in new areas. An industrial dispersal plan has 
been launched by the Federal Government. 


Urban Dispersal and Defense, Amos H. Hawley, Bulletin of the Atomic 
Scientists, 7, pages 307-312, October 1951. 

A discussion of some of the practical aspects of the building of new cities 
or reducing old ones to a size of about 50,000 population. A rough estimate of 
the costs of such a program would be about $35 billion for new housing in the 
relocation of 25 million people now located in 16 major cities. Barring 
coercion, the municipal governmental integration required for such a program 
seems to be a remote possibility. 


. Minimum Density and Spacing Requirements for Metropolitan Dispersion ; 


Forces Making for Concentration in the Cores of Metropolitan Areas, 

W. C. Wheaton, C. S. Hamilton, C. Woodbury, and M. J. Schussheim, 

Project East River, Associated Universities, Inc., 78 pages, 1952, illus- 

trated. 

A basis for the evaluation of industrial relocation sites; section II presents 
an explanation of the natural forces operating to build cities and counter to 
dispersion. 


Decentralization: One Cure for Production Headaches, Acott Rogers, Fac- 
tory Management and Maintenance, 3, pages 104-107, February 1953, 
illustrated. 

Decentralizing manufacturing operations is no longer just a big plant 
luxury. Parker Appliance’s conclusion after highly successful experience in 
setting up four small factories is that dispersal is equally practical for me- 
dium-sized and smaller plants. 


. The Necessity for Dispersion, Burnham Kelly, Journal of the American 


Institute of Planners, 19, pages 20-25, winter 1953. 

Discusses the basic principle of defense by space, efforts of planners to re- 
duce congestion, effects of municipal congestion on productivity, and current 
trends in dispersion. Dispersion, to be practical, requires long-term planning 
and needs a Federal example to point the way. 


What the H-Bomb Can Do To United States Industries, Adm. Ben Moreell, 

U. S. News & World Report, 36, pages 58-64, May 7, 1954, illustrated. 

Ten H-bombs could destroy about three-fourths of the steelmaking ¢ca- 
pacity of the United States (i. e. 73 percent of the ingot capacity, T7 percent 
of the coke capacity, and 82 percent of the iron capacity are contained 
within 10 districts each of which is covered by a 25-mile radius circle). 
Destruction of the plants would also mean destruction of the great pre- 
ponderance of the skilled steelworkers. The Sault locks which handle 65 
percent of total ore shipments of the country could be destroyed by one 
small atomic bomb. In addition to recommending certain military action, 
Moreell suggests construction of personnel shelters at important operations 
and the progressive dispersion of vital industrial facilities. A dispersal 
program for the steel industry is set forth in this article. 

Is Dispersal Good Defense, Gershon Cooper and Roland E. McKean, Fortune, 

pages 126-127 and others, November 1954. 

This article raises logical and pertinent questions regarding the effective- 
ness of dispersal such as, (1) Would the damage be lessened? (2) Would 
the enemy adjust his choice of targets? (3) Would new weapons impair the 
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effectiveness of defense due to fallout? (4) Would dispersion accomplish 
a better way of life? (5) What would be the effect of dispersion on indi- 
vidual freedom? 


Industrial Defense, William E. Haines, Ordnance, 40, pages 789-792, March- 

April 1956. 

Dispersion, relocation of management functions, the preservation of cu:- 
porate records, availability of funds, and the preservation of blueprints and 
operating data are necessary if industry is to function effectively following 
an atomic attack. 


The Automotive Industry Is The American Achilles Heel, Neil P. Hurley, 8. 
J., National Defense Transportation Journal, 12, pages 34-41 and others, 
July-August 1956. 

Experience during World War II shows that strategic bombing on German 
automotive production was highly effective and brought truck and auto- 
motive production to a halt. The United States automobile industry is con- 
centrated and vulnerable to atomic attack. However, social and economic 
factors are bringing about the decentralization of this industry. 


Assessment of Plant Vulnerability, T. K. Pasma, Industrial Issue, Civil De- 

fender, pages 14-15 and others, 1956. 

Seventy-one percent of our defense-supporting productive capacity and 
54 percent of industrial workers are contained in 50 major metropoli- 
tan areas. To properly assess vulnerability of present or proposed plant 
locations, the manufacturer needs to know: Whether the selected site is 
considered a target area under present national dispersion policy? If in 
target area, is location sufficiently removed from blast and thermal effects 
of weapons? Is the site a safe distance from major military or key industrial 
establishments? Industrial management can obtain dispersal guidance 
from Office of Area Development, Department of Commerce, Washington, 
D. C. 


. Industry Alters Face of Suburbs, Merrill Folsom, New York Times, 3 pages, 


reprint 1957. 

Through the out-of-town movement of various industries to larger and 
more spacious sites, factories and industrial buildings are being spread 
outward instead of upward. Parking space is available, transportation 
problems are lessened; and shopping centers and other facilities are more 
readily available. Smaller towns and cities are increasing in size and 
population. Despite these developments, center city growth continues as 
a result of increases in number of offices and some types of industries. 


Methods of Achieving 


Military Policy and the Atomic Bomb, Bernard Brodie, Infantry Journal, 

59, pages 23-35, July 1946, illustrated. 

The feasibility of building adequate shelters or evacuating in the face of 
atomic attack is doubtful. Deterrents to aggressors should take the form of 
removal of target attractiveness and guarantee retaliation in kind. Pro- 
poses that industries essential to atomic warfare be cataloged and removed 
from cities, massive plants be broken into smaller units where possible, 
residential dispersion be encouraged, and vacant and blighted areas be 
converted into parks and airfields. Systems providing essential services 
should be arranged geographically. 


The Dispersal of Cities, a Feasible Program, Tracy B. Augur, Bulletin of 
the Atomic Scientists, 7, pages 312-815, October 1948. 


The building of cities on a colossal scale has been and will continue to be 
a normal activity of the American people. Redirection of such building 
into sounder channels can be accomplished through procedures that are 
well established and accepted. The building industry has demonstrated that 
it can undertake large-scale construction; financial institutions have shown 
ability and willingness to finance large-scale developments; governmental 
devices have been developed and adopted for aiding and expediting the build- 
ing of well-planned new cities, although they have been applied only to 
redevelopment or improvement of old cities to date. Density is declining 
in central areas and increasing in suburban areas. Suburban building 
should be carefully planned to avoid the blight which has appeared in the 
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urban areas. A brief description of initial developments toward establishing 
“new or satellite towns” is given—Radburn, N. J., Kingsport and Norris, 
Tenn. 


National Security Factors in Industrial Location, Prepared by National 
Security Resources Board, United States Government Printing Office, 12 
pages, September 1948, illustrated. 

It is argued that industry should disperse for its protection and for 
national security. Rough guidance is given in evaluation of sites as potential 
targets. Site selection is summarized from point of view of vulnerability 
and economic considerations. Underground installations are considered 
effective, but generally uneconomical. 


Disperse for Survival, Gayle W. Arnold, Ordnance, 134, pages 103-105, Sep- 
tember-October 1949. 


A program for the dispersion of industry can be developed around the 
expansion and obsolescence of plant facilities. Discusses deconcentration, 
attractive targets, the feasibility of dispersion, underground construction, 
and the concept that relocation is not necessary. 


. Policy on Dispersal, National Defense Transportation Journal, pages 2 and 


4, March-April 1950. 

Two spokesmen of the Department of Defense emphasize that the Depart- 
ment’s policy on dispersal does not advocate moving industries from one 
area to another, but is concerned with the separation of vital facilities by 
a reasonable distance. Recommends that new plants or expansion be made 
in areas outside of a 3-mile radius from other vital facilities. 


Mobilizing for Atomic War, R. Maxil Ballinger, National Industrial Con- 
ference Board, Studies in Business Policy, 46, 64 pages, 1950, illustrated. 


National security requires equal preparedness of our military, industrial, 
and civilian resources. This report is the result of a comprehensive study 
of the progress that has been made in setting up the economic and civil 
defense of the United States, which was undertaken by the Conference Board 
at the request of its Advisory Council on Industrial Mobilization. 

Industrial Dispersion as a National Policy, Bulletin of the Atomic Scien- 

tists, 7, pages 265-269, September 1951. 

To survive and win in the case of atomic attack, American industry must 
be able to maintain production of essential goods and services. Greater 
security is the object of dispersion of new or expanding industries. Indus- 
trial dispersion is also more than a defense measure. It is an investment 
in the future welfare and progress of the Nation. It offers, beyond its 
defense security contributions, better working and living conditions, greater 
production efficiency through reduction of urban congestion, and a healthier, 
more stable national economy. The national industrial dispersion program, 
which was developed from the Seattle study, offers a policy in accord with 
which the initiative of private enterprise and local government can carry 
out industrial dispersion to the advantage of the people, the Government, 
and industry. The program includes the following points: (1) The program 
is designed to disperse new and expanding industry—not to move estab- 
lished industry. (2) No region of the country is to be built up at the 
expense of another. (38) Industrial dispersion can be carried out if such 
deployment is confined to each local marketing area. (4) State and local 
governments, in cooperation with private enterprise, are called upon to take 
the initiative in this defense objective. The Federal Government will pro- 
vice encouragement and technical guidance. 


The Blight of Our Cities, Goodhue Livingston, Jr., Bulletin of the Atomic 

Scientists, 7, pages 260-262, September 1951. 

Cities are plagued with overcrowding, traffic congestion, inadequate facil- 
ities, and many other problems. Scientists are of the opinion that confla- 
grations after an attack may be more destructive than the atomic blast 
itself. The present age of technology makes it irrational to continually 
increase congestion, with all its horrors and dangers. Suggestions are made 
to relieve some of these conditions: (1) Firebreaks should be carved out 
through presently crowded industrial and residential areas and used as 
vehicular expressways which would ameliorate congestion by allowing 
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through traffic to bypass city streets. Such arteries would provide means 
of escape in event of attack. (2) Harbor installations and personnel in 
major seaports should be given highest protection consideration by civil- 
defense authorities. Shelters for workers could be used for pier sheds and 
warehouses in peacetime. Piers should be constructed to be impregnable 
to blast and fire. 


809. A Program for Urban Dispersal, Donald and Astrid Monson, Bulletin of 

the Atomic Scientists, 7, pages 244-250, September 1951. 

Presents various aspects of dispersal with special emphasis on decen- 
tralization or garden-city principle, based upon gradual breaking up of a 
central mass by building several self-contained smaller “satellite” towns. 
This would result in fewer casualties and reduce attack advantages. Sug- 
gested principles for getting dispersal program underway are: (1) Must 
be within limits of national economy and national productive capacity, with 
increasing efficiency. (2) Must be ready to put into early action and give 
increasingly progressive protection. (3) First efforts should be concentrated 
in most vulnerable areas, where protection is vital. (4) Existing local 
governmental and planning agencies should be utilized to plan and execute 
program wherever possible. (5) Necessary legislative power to supplement 
existing Federal enactments should be provided by Congress. (6) While 
the program can be expected to pay for itself eventually, by increased effli- 
ciency, Federal loans and grants-in-aid for various phases should be pro- 
vided as needed. 


810. Federal Dispersion Policy Stresses Local Initiative, Jack Gorrie, Bulletin of 

the Atomic Scientists, 7, page 27, September 1951. 

A review of the Seattle pilot study indicates that dispersal of new facilities 
can be carried on with effective results without disrupting the country’s 
vital production of defense materials or the economy and operating efficiency 
of its established industrial areas. Emphasis is placed on local dispersion : 
(1) To apply only to new plant construction; (2) Apply to all sections of 
the country equally; (8) Emphasizes dispersion within local marketing 
arears; (4) Places reliance on private industry and the States and local 
communities for appropriate action. 


311. The Need For Industrial Dispersal, prepared by the United States Senate 
committee staff for the Joint Committee on the Economic Report, United 
States Government Printing Office, 56 pages, 1951. 

Summarizes the nature and extent of the Federal program for stimulating 
industrial development, relating them to the problems of location for maxi- 
mum military security and utilization of the economic resources of the 
Nation. A recommendation is made that the Defense Production Act be 
amended so that all Government departments concerned with industrial 
expansion would take appropriate steps to insure a sound policy of utilizing 
fully total resources of the Nation, of dispersing productive capacity for 
national security, and of minimizing future population concentration in 
already densely settled areas. 


312. Is Dispersal Obsolete? Donald Monson, Bulletin of the Atomic Scientists, 

10, pages 378-383, December 1954, illustrated. 

In the rapid advance in destructive techniques, defense by any system of 
dispersal has been seriously questioned. Such questions as “How far is far 
enough?’ and “Is there time for effective dispersal?” are raised. Two dis- 
tinct theories of dispersal—scattering population at a lower density and 
locating industry and population in small satellite towns are discussed. 
The conclusion reached is that it seems reasonable on the basis of current 
evidence that urban dispersal on a metropolitan system of satellite towns is 
still valid as a defense measure. Building such towns around our big cities 
is essentially the problem of metropolitan government, but the solution 
requires leadership of the Federal Government, which already has most of 
the necessary tools at hand.. This does not necessarily mean greater national 
expenditures but rather the guiding of normal investment in the extension 
and redevelopment of cities to achieve maximum efficiency and security. 

313. Politics in Dispersal, Richard Bolling, Bulletin of the Atomic Scientists, 7, 

pages 278-279, September 1951. 

A dispersal plan, as bold as was Pierre L’Enfant’s plan in his day, is 
needed to combat the danger that a single air raid on Washington, D. C., 
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might completely paralyze or destroy our entire organized Federal Govern- 
ment. Recommended is dispersion of Government activities in such a 
manner as to develop clusters of healthy small communities grouped around 
the central city and connected with one another by transportation arteries 
and communication facilities. Each small community should be so sepa- 
rated as to have its own social and economic life. Such dispersal would 
make for better living and working conditions and at the same time it would 
make for greater safety. 


Industrial Dispersion in the United States, Ralph E. Lapp, Bulletin of the 

Atomic Scientists, 7 pages 256-260, September 1951. 

Discusses the current status of industrial dispersion ; the concentration of 
industrial facilities and vulnerability to attack; and the Seattle plan, a 
pilot study. The Government dispersion program needs to be revitalized ; 
effective dispersion must protect both plants and labor. 


Defense in Space, the Industrial Development Committee, Los Angeles 

County Chamber of Commerce, 8 pages, 1951. 

Describes pattern of industrial plant location in Los Angeles County; 
among most highly decentralized areas in the Nation. County is committed 
to decentralization policy and the industrial development committee is pro- 
vided with the necessary power to effect plant dispersal. 


Industrial Dispersion Guidebook for Communities, United States Govern- 

ment Printing Office, Domestic Commerce Series, 22 pages, 1952, illustrated. 

This publication replaces the National Security Resources Board publica- 
tions, Is Your Plant a Target and A Question and Answer Guide: National 
Industrial Dispersion Program. Described are national dispersion standards, 
and how they can be applied to any metropolitan area. It explains to 
metropolitan leaders and manufacturers planning new facilities how the 
attractiveness of their communities and plants can be made less attractive 
as aerial targets. 


Nonmilitary Measures of National Defense, Henry Parkman, Bulletin of 

the Atomic Scientists, 9, pages 259-260, September 1953. 

Pending the establishment of effective international controls, there are 
three courses of preventive action to deal with nuclear attacks on the 
United States. Two are military: High potential for retaliation, and a 
strong defense to blunt an attack. The third means of preventive action 
is dispersion of population and industry which denies the enemy the kind 
of targets he would have to have to make his attacks successful. Forceable 
dispersion is not necessary. By taking advantage of the dynamic forces of 
population growth, construction, and changes taking place in urban areas, 
dispersion is not an impossible task nor need it be costly. 


Industrial Defense: A Community Approach, William J. Platt, Bulletin of 

the Atomic Scientists, 9, pages 261-264, September 1953. 

Describes how the industrial leaders of one metropolitan area made a 
study of their own problems of dispersal and postattack rehabilitation, 
thereby aiding the Federal Government in setting up standards and estab- 
lishing national policies and procedures. The work was new in three ways: 
Undertaken by a non-Government volunteer group; approached problems 
from viewpoint of a metropolitan industrial community, and established on 
a pilot-installation basis the feasibility of policies and procedures that 
other metropolitan areas and the Federal Government can adopt. (Studies 
were conducted by the San Francisco Bay Area Council and Stanford Re- 
search Institute, which was under contract with the National Security 
Resources Board.) 


Dispersal of American Industry, Bulletin of the Atomic Scientists, 10, 

pages 196, 205, May 1954. 

A brief summation of a report by the American Iron & Steel Institute, 
the first serious approach by industry to its dispersal problem. The report 
makes recommendations for protection of facilities and personnel, and 
emphasizes progressive dispersion of vital facilities. Dispersion is usually 
dismissed on the basis of prohibitive costs; however, an estimate of such 
costs for the steel industry is made in this report. 
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pages, September 1954. 

Reviews all phases of planning for an emergency from broad phases of 
management to specific dispersal problems. Relocation would prove ex- 
tremely costly and of a long-term nature; however, new facilities should be 
dispersed whenever feasible. Specific recommendations for less drastic and 
more feasible measures are: (1) Unusually vulnerable key departments 
within a critical facility should be relocated ; (2) individual facilities should 
be rearranged or modified to increase independence; (3) more vulnerable 
facilities should be identified and preattack arrangements made for post- 
attack relocation in event of major damage; (4) safe location or relocation 
be planned for spare and repair parts, raw materials, components, finished 
goods, and excess inventories (particularly of dangerously located ware- 
houses), and essential engineering drawings, specifications, and their operat- 
ing information. 


. Industry Guide. to Planning for Restoration of Production, United States 
Department of Defense, 105 pages, September 15, 1954. 


This guidebook is based on extensive research done by the Department of 
the Air Force with the cooperation of more than 60 industrial concerns rep- 
resenting 13 industry groupings. It is published for the information and 
guidance of management of industrial facilities most vital to the military 
services. German experiences with dispersal, underground, and protective 
construction are described—methods, problems, and effectiveness. Efforts 
have been made to assure that the recommendations contained in the 
guidebook are consistent with national policies developed by the Office 
of Defense Mobilization. 


822. Dispersal: Who, Where, How Far. Chemical and Engineering News, 


pages 946-948, March 7, 1955. 

An interview with Arthur Flemming, Chairman of the Office of Defense 
Mobilization, and Val Peterson, Administrator of Federal Civil Defense Ad- 
ministration. Dispersion is basic to the whole program of civil defense. 
The present dispersal policy is inadequate to meet the threat of megaton 
atomic weapons. A new commission of 12 members, composed equally of 
Government and non-Government people, should be formed to study the pos- 
sibilities of achieving a balance between dispersion of industry and the 
urban economy. Rapid tax amortization certificates should be withheld 
until companies secure advice from appropriate governmental agencies on 
the advisability of locating plants in potential target areas. 


. Dispersion Along the Mohawk, Bruno H. Zimm, Bulletin of the Atomic 

Scientists, 11, pages 178-180, May 1955. 

As a citizen of Schenectady, N. Y., and member of the Mohawk Association 
of Scientists and Engineers, the author was active in a citizens’ committee 
working on dispersion as it related to their community. This article is a 
story of their efforts. Their experiences and frustrations illustrate the 
problems faced by loealities attempting to achieve the breaking up of target 
areas, 


. Disaster Planning for the Oil and Gas Industries, National Petroleum Coun- 
cil, 77 pages, May 1955, illustrated. 

Process industries are difficult to break up and decentralize. However, 
companies can develop a “progressive dispersal program,” built around 
normal expansion and obsolescence factors. Modified dispersal activities 
may be feasible and helpful: Relocation of key departments in a single 
critical facility located in vulnerable area; rearrangement or modification 
of indiviaual facilities to increase independence ; making preattack plans for 
postattack relocation in event of extensive damage to a major facility. 
Patent rights may restrict the number of producers of such strategic items 
as lubrication additives. Remote sites for such processes should be consid- 
ered, since they are frequently self-contained operations. 


“Shadow Plants”—Our Secret Weapon, Vernon Poser, Colliers, 135, pages 
34-35, May 27, 1955. 
The United States has about 300 “shadow plants”—facilities which are 
idle but kept in constant readiness to go into production at a moment’s notice. 
In addition, the United States has laid away special machine tools together 
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with design drawings and sample of the end product for each of a number of 
specific operations. This equipment and material will be made immediately 
available to manufacturers in the event of war. 


Dispersal Is More Than Defense Against Disaster, Oliver J. Greenway, 

Signal, 9, pages 50-51, May-June 1955. 

Under a master plan, the International Resistance Co. has dispersed its 
production facilities and decentralized its management. In addition to 
licensing foreign companies, facilities have been dispersed to + separate loca- 
tions; 2 in Pennsylvania and 2 in North Carolina. Associates of the com- 
pany are located in Florida and in California. In addition, the company 
has a plant in “mothballs” ready for operation in an emergency. This decen- 
tralized, dispersed operation has brought many benefits to the company other 
than defense against disaster. 


Industry Must Prepare for Atomic Attack, Marshall K. Wood, Harvard 
Business Review, 33, pages 115-128, May—June 1955, illustrated. 
Dispersion of production and industry and a mobile retaliatory force are 

the only defense against nuclear weapons, particularly with the development 

of an ICBM. For better dispersal and relocation of industry, businessmen 
must, in collaboration with the Federal Government, take the major responsi- 
bility. Recommends better mobilization planning for military and essential 
civilian items and increased dispersion of industry. To achieve better dis- 
persion, the following programs are proposed: (1) Military procurement 
contracts should be placed, to the extent feasible, in plants located in non- 
vulnerable areas; (2) major contractors in vulnerable areas should be made 
to subcontract components and subassemblies with small nonvulnerable 
plants; (8) multiproduct companies should transfer military production 

from their more vulnerable facilities to their less vulnerable facilities (i. e., 

keep the nonessential civilian production in the more vulnerable areas) ; 

(4) channel future private investment into dispersed areas; (5) accelerated 

tax amortization should be granted to expand industrial facilities found to 

be inadequate on the basis of careful studies of requirements to support 
military and essential civilian production for general atomic war within the 
capacities of facilities likely to remain after an atomic attack; (6) some 
kind of tax incentive for plants in dispersed areas producing a particular 
vital product and which would provide added inducement for the conversion 
of existing facilities and the relocation of existing operations to achieve the 
production of military and essential civilian products in less vulnerable areas. 


A Staff Report on Civil Defense and Urban Vulnerability (submitted to the 
Commission on Intergovernmental Relations), Vincent J. Browne and 
William G. Colman, United States Government Printing Office, Super- 
intendent of Documents, 35 pages, June 1955. 

The civil defense and related programs are summarized. It is concluded 
that responsibilities are inappropriately defined and assigned, and congres- 
sional and administrative action is recommended. The report deals chiefly 
with general organization, responsibility, and financial assistance. Recom- 
mends direct participation of State and local officials in national planning to 
reduce urban vulnerability in order to facilitate coordination of industrial 
dispersion and reduction of population density. Financial aid to States and 
cities is considered justified. Because a comprehensive program for reduc- 
tion of urban vulnerability does not exist, more specific recommendations are 
not made. 


Preattack Planning for Industrial Defense, W. R. Ramsey, Iron and Steel 

Engineer, 32, pages, 75-80, July 1955, illustrated. 

Outlines the community problem and industrial phases of preattack plan- 
ning. Assumes that our cities would be a battlefield, and a direct attack on 
plants would occur in a future war, with the resulting loss of personnel, 
facilities, and records. Suggests the use of the Industrial Defense Planning 
Manual, published by the Department of Commerce and American Iron and 
Steel Institute, by steel plants in planning to avert possible disaster. 


Quarles Outlines Defense Views on Industrial Dispersal Policy, Air Force 
Times, 16, page 5, December 3, 1955. 
Department of Defense’s new policy on dispersal does not include relocation 
of existing plants. In order not to increase the degree of present concentra- 
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tion, dispersion will be one of the prime considerations in the location of new 
facilities. 


The Role of Management in Industrial Defense, Donald Parris, Signal, 10, 
pages 37-38, September—October 1955. 

Discusses limiting the number of prime industrial targets by undertaking 
dispersion to the extent feasible; minimizing the potential damage to targets 
by such means as protective construction, civil-defense preparation, and safe- 
guards against sabotage; and advance planning by company management to 
insure the earliest possible resumption of essential production after an 
attack or natural disaster. 


oO” 


Dispersal: Where's the Incentive, The Iron Age, 177, pages 27-29, January 

19, 1956. 

Present dispersal measures are inadequate—stronger incentives and real- 
istic planning are needed. Recommends tax reduction for defense industry 
in sparsely settled areas. To avoid buildups in favored areas, tax cuts 
would be graduated according to population density. Two other means of 
achieving dispersal are the building of a number of well-dispersed, one- 
product plants such as Jones & Laughlin’s proposal for its steel-producing 
facilities and underground plants as illustrated by the plans of the American 
Machine & Foundry Co. for its facilities in Alabama. 





Urban Dispersal in the United States for National Defense Purposes, Donn 
Emery Hopkins, University of California, unpublished thesis in city plan- 
ning, 149 pages, September 1956. 

Chapter IV discusses possibilities for reducing susceptibility to atomic 
attack. A theory in reverse “encourage people to locate in safe areas and 
industry will follow” is suggested. Utilization of both approaches should 
maximize dispersal without reducing the quality of social and economic 
benefits of the existing urban pattern. Two courses of action may be fol- 
lowed in dispersion : Voluntary—by reducing the existing advantages in areas 
of high concentration and gradually increasing advantages in safer locations; 
compulsory—by forcibly removing people and plants from highly concentrated 
areas. It is the author’s thought that the only feasible and effective way to 
stop residential construction in target areas is through an act of Congress. 
Incentives and Federal aid in the form of subsidies and enabling legislation 
is suggested. 


Deconcentration of Production, William M. Stocker, Jr., Civil Defender, 

industrial issue, pages 34-35 and others, 1956. 

In the face of aerial attack, “divide and survive” is sound advice and a 
defense measure which should be taken before disaster strikes. Survival by 
separation can be accomplished through dispersal or deconcentration. 
Habits and practices of generations stand in the way of accomplishment. 
Some of the key problems and solutions are set forth in this article. In 
many instances maximum efficiency is achieved by producing the entire device 
under one roof; however, if disaster strikes destruction is equally enhanced. 
General Electric and Sylvania are partially solving this problem by building 
a number of small plants. For dispersion to be highly effective, like equip- 
ment, processes and skills should also be dispersed. 


’ 


Dispersion of Industrial Plants, Robert E. Wilson, Industrial Issue, Civil 

Defender, pages 36-37, 1956. 

The possibilities of dispersing plants and facilities must be continuously 
examined. Dispersion of population can be expected to follow industry 
away from target areas. City population should grow less rapidly and 
thereby reduce the target attractiveness. Industrial dispersion does not 
require the moving of present plants. The national policy is directed to- 
ward new and additional facilities constructed in more secure places. 


Industry, The Target, Marshall K. Wood, Special Industrial Issue, Civil 

Defender, pages 10-11 and others, 1956. 

The various means of combating the effectiveness of enemy air attack 
include the reduction of urban vulnerability through dispersal and pro- 
tective construction. Since industry groups most needed for survival and 
retaliation are very highly concentrated, relocation of some of the most 
vulnerable segments is essential. It is extremely important that balanced 
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industrial capacities for production of most needed products be available 
in the postattack period. Much of the dispersion could be accomplished 
without relocation. It need not mean any great cost beyond normal in- 
dustrial expansion. Peacetime products could be produced in target areas 
and military products in the dispersed areas in the newly constructed 
plants of various industries. 


Industrial Dispersal and Civil Defense, Frank B. Cliffe, Jr. (Brookings In- 
stitution), Reference: Public Administration Review, 17, page 52, winter 
1957. Dissertation will be presented to the University of Chicago in 
1957. 

Trends in industrial dispersal are being analyzed in a project now under- 
way at the Brookings Institution. The dissertation will be presented to 
the University of Chicago upon completion. Legislative and administra- 
tive efforts to encourage dispersal of new buildings are being examined 
under the working hypothesis that little dispersion of industry has taken 
place. The study will essay a theory of “nonprogramed decision-making” 
with particular attention to concepts of efficiency, feasibility, apathy, and 
public interest. Existing apathy and the nature and effect of guvern- 
ment and nongovernment action to overcome it will be considered. Theories 
of economic location will be studied to assist in evaluating the relative 
strength of economic, social, and governmental forces as determinants of in- 
dustrial location. The study also considers certain public and private pat- 
terns of behavior. 


The National Industrial Dispersion Program, United States Department of 
Commerce, Office of Area Development, March 1957, 
Descriptive summary of the national industrial program, giving back- 
ground, present policy and program, and discusses dispersion counseling 
service available. 


Stockholm Maps Suburban Exodus—Swedes Plan Dispersal, Felix Belair, 

Jr., New York Times, reprint, 6 pages, 1957. 

“Get out of town” has been Sweden’s message for the past 10 years. 
Mounting population and traffic congestion have presented serious prob- 
lems, but the old remedy of town planning is familiar to Sweden. This 
planning is taking the form of schematic dispersal of people and industries. 
Five new communities have been or are being erected, within easy com- 
muting distance of the city. Each has its own shops, medical centers, and 
other essential facilities. The inner city is going through a construction 
revolution that is intended, by 1962, to make a spacious capital for business 
and cultural activities. Parks punctuate the architectural design. The 
proportion of built-up open space is fixed by law. In 1957, legislation co- 
ordinated the local, regional, and national building committees and placed 
them under the National Government. All building must conform to plan. 


C. TARGET HARDENING 
Shelter 


Dispersion of Cities and Industries, E. Teller Marshak and L. R. Klein, 
Bulletin of Atomic Scientists, 1, pages 13-15, and others, illustrated. 


While an evenly dispersed population throughout the United States would 
be ideal, it would be extremely costly and would profoundly change our 
way of life. The utilization of the “cluster” form of cities would provide a 
considerable part of the protection obtained through complete dispersion. 
The amount of protection would depend upon their geometric shape. ‘“Rib- 
bon” or “linear” cities would be safer than round clusters, and are a good 
compromise between small round clusters and complete dispersal. Since 
adequate communication is a vital part of dispersal, the transportation 
would need to be strengthened by several widely spaced highways and sin- 
gle-track railroads; air transportation should be utilized to the fullest 
extent. Some underground buildings should be constructed for immediate 
defense, and would include strategic factories, offices, and military estab- 
lishments. 
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102. The Problem of Reducing Vulnerability to Atomic Bombs, Ansley J. Coale, 


~ 


Princeton University Press, 1947, 116 pages. Condensation of this study 
was published in Bulletin of Atomic Scientists, 2, pages 71-74, March 
1947. 

An early analysis of the kinds of vulnerability to which a Nation is ex- 
posed, and measures which should be taken to avert or alleviate the poten- 
tial disastrous effects of attack by atomic bombs. The purnoses of national 
policy toward the military use of atomi_ energy may include one or more 
of the following: (1) To prevent the occurrence of an attack by atomic 
weapons: (2) to prepare to win a war involving atomic weapons, should 
one occur; (3) to minimize the loss of civilian life during attack, and to 
maximize the Nation’s ability to resume activity after an attack. To win 
a war, to minimize loss of life, and to maximize the Nation’s ability to 
resume activity after an attack, dispersion of industry and ponulation, the 
development of transportation facilities to avoid bottlenecks, shelters, con- 
struction of blast and heat resistant buildings, and underground construc- 
tion for locating vital industries are recommended. A great amount of 
research and study is needed before undertaking any of these programs. 


How Underground Factories Performed, Engineering News-Record, page 

107, October 14, 1948. 

Describes performance of underground factories and facilities in Ger- 
many, Italy, Japan, Czechoslovakia, and Sweden. German experience shows 
need for putting transformers and storage underground. Sweden has had 
satisfactory experience in putting airplane engine factory below ground, 
transportation facilities and site location were favorable. Problems still 
to be solved include specific industries suitable for underground location; 
inducement to go under in peacetime; housing of workers and shelter or 
cover needed against bombs: and costs. Conclusion: Dispersion is cheaper, 
but underground still feasible. Peacetime uses for underground sites are 
suggested. 


Industrial Vulnerability to Bombing, C. R. Robinson, The Military Engi- 
neer, 41, pages 1-6, January-February 1949, illustrated. 

Documented study of the destructive effects of atomic bombs on building 
structures and the protective measures which have been taken and con- 
sidered to date. Concludes that dispersion of industries is the best answer. 
German experience with underground facilities indicates that some measure 
of protection under special conditions can be achieved. Japanese experi- 
ences suggest the possibility that certain structural characteristics tend to 
minimize the destructive effects of bombs. 


Disperse for Survival, Gayle W. Arnold, Ordnance, 134, pages 103-105, 

September—October 1949. 

A program for the dispersion of industry can be developed around the 
expansion and obsolescence of plant facilities. Discusses such subjects as 
deconcentration, attractive targets, the feasibility of dispersion, under- 
ground construction, and the concept that relocation is not necessary. 

. Lessons From the Last War, Mare Peter, Jr., Bulletin of the Atomic Scien- 

tists, 6, pages 252-255, August-September 1950. 

Observes some of the problems resulting from bomb attacks during the 
last war, based on British and German experience. The need for immedi- 
ate and total mobilization of civilian government machinery is stressed. 
Discusses the major task of program and personnel coordination. In the 
operational stages, it was found that national executive functions needed 
decentralization nearer the point of damage and that local authorities 
needed help and supervision. Suggests that State governors to fill the 
role at the regional level, with a Federal official on the staff with broad 
emergency powers over all Federal agencies. Preraid protective measures 
are recommended: provision of practical shelters and protection against 
fire, through the reduction of the amount of combustible materials and the 
compartmenting of the area of risk with a number of fire divisions. Care- 
ful coordination and planning should be used in protective construction 
measures, using a minimum standard of protection against all effects of 
the bomb. 
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Principles of Plant Protection, United States Department of Defense, 
Munitions Board, 24 pages, 1950. 


Presents means of plant protection against sabotage, espionage, and 
enemy attack. In connection with enemy attack, recommends dispersion to 
nonvulnerable areas or underground construction. In the absence of these 
possibilities, protective construction of selected areas should be undertaken. 
Essential services which should be so protected are communications for 
control, first aid, fire fighting, and damage control. Personnel shelters 
should be constructed except that the same degree of protection would 
not be justified. 


We're Getting Ready, Stuart W. Symington, Reserve Officer, 27, pages 6-7, 

November 1950. 

Outlines the National Security Resources Board’s plan for civil defense. 
Plan includes use of volunteers, establishment of a Federal Civil Defense 
Administration, Federal and State expenditures, a warning system, a plan 
for intercommunity assistance shelter construction, and education of the 
population in “what to do.” 


Bomb Defense for Industry’s Production, Architectural Record, 109, pages 

128-131, February 1951. 

Industrial facilities should be constructed to resist bomb damage. Eng- 
land prepared for bomb attacks prior to World War II, while Germany 
did not. Comparison of the effects of bombing indicates that the English 
industry suffered less damage than did industry in Germany. Recommenda- 
tions are: (1) Study defense measures for existing factory buildings; 
(2) study defensive building design; (3) survey the entire matter of plant 
dispersal versus underground building. 


Atomic Bomb Protection Now, T. J. Hayes III, Military Engineer, 43, 
page 239, July-August 1951, illustrated. 

Outlines a six-step program for making effective use of existing buildings 
for shelter areas, by selecting the safest areas in each, preparing such 
areas for use as shelters, improving the shelters where feasible, evaluating 
each according to the degree of protection provided, developing plans on a 
block or area basis to insure maximum utilization of the best protection 
and properly preparing the public to use the shelters upon the alert. In 
approximate order of priority a shelter area should (1) be accessible to 
the intended users; (2) be in a building that will withstand the blast at 
a reasonable distance from the bomb; (3) provide overhead shielding from 
radiation and overhead debris; (4) provide lateral shielding from blast, 
radiation, and flying debris; (5) be free from hazards of its own, such 
as glass, heavy ceiling fixtures or overhead loads, utilities such as steam 
or gas, and nearby explosives, and (6) have exits that are reasonably clear 
and not likely to become obstructed. 


Evaluating Atomic Bomb Shelters, Thomas J. Hayes III, Military Engineer, 
43, pages 344-346, September—October 1951. 

A program to construct home and communal shelters is impractical 
because of the cost in money and strategic materials, the drain on man- 
power, the time required for construction and the shortage of suitable 
locations in built-up areas. A more practical method is to take advantage 
of the protection provided by existing structures. (In a previous article 
entitled “Atomic Bomb Protection Now,” the author outlined a program 
for making effective use of existing structures.) This article describes a 
point system method for evaluating shelter areas, based on type of con- 
struction, overhead cover, lateral protection, means of egress, lack of glass 
hazard, absence of dangerous utilities, absence of overhead hazards, and 
absence of nearby hazards. 


Moles and People Go Underground, National Defense Transportation Jour- 
nal, 7, pages 24-27, March-April 1951. 

Underground installations for storage and industrial production of cer- 
tain critical military items are a necessity. Gives specific instances of 
underground storage and production facilities and costs. Cites the advan- 
tages and disadvantages of such facilities. 
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Dual Purpose Construction: A Plan to Utilize Public Structures for Civil 
Defense, Robert Moses, Ordnance, 36, pages 738-740, March-April 1952. 
If no bombing occurs, the public will expect something of value for huge 

expenditures on a shelter program. Such facilities should serve currently 
useful purposes. The cost of a single-purpose shelter is prohibitive to the 
cities and States. Therefore, adaptation of present public structures to 
withstand blast effects and the construction of shelters which conld be used 
for other purposes (underground parking areas) should be considered. 


Building for Defense, Architectural Forum, 96, pages 148-151, and others, 
April 1952. 
Civil Defense Administration tells how to strengthen existing structures, 
how to design new ones and how to provide shelter against atomic attack. 
Largely a brief recapitulation of three FCDA manuals, published in 1952. 


Shelter is the Engineers Job, James T. Martin, Civil Engineering, 22, pages 

30-31, June 1952. 

The purpose and importance of the shelter program of the Federal Civil 
Defense Administration are explained. The article points out that while it 
is possible to design shelters to withstand maximum effects of air-burst 
atomic bombs, it is impractical and unrealistic to attempt absolute protec- 
tion now. Formulation of a shelter program presents many problems, in- 
cluding the services of experienced engineers to survey needs and provide 
preliminary plans for shelter improvement and construction. 


Design of Protective Structures Briefed, A. S. Neiman, Civil Engineering, 
pages 22, 31-33, June 1952, illustrated. 

Describes and discusses three manuals completed by FCDA on methods 
and procedures for providing shelter and protection against heat, blast, and 
nuclear radiation. Manual 1 outlines methods for determining shelter needs 
and areas, manual 2 indicates how existing buildings can be improved to 
eliminate hazards. The third manual is a technical publication containing 
minimum standards and criteria for the design of structures subject to 
atomic blast. 


Selected Area Study, Project East River, Associated Universities, Inc., part 

V—A, 60 pages, September 1952, illustrated. 

There is a need for a balanced civil defense program providing warning, 
shelters, and public education and training. Trained local personnel could 
make satisfactory appraisal of shelter requirements and prepare shelter 
plans. Individual shelters for each building are more practical than public 
shelters serving an area. There is a need for more on-the-spot detailed 
work to provide basic data to document civil defense plans and proposals. 
There is an acute lack of detailed data on bomb damage. 


You Can Survive An Atomic Bomb, Robert H. Pitkin, American Legion, 
pages 24-25-+, April 1954. 
sriefly describes how Japanese who were underground near the Hiroshima 
bomb blast escaped injury, and the results of the 1953 Nevada test on struc- 
tures and underground shelters. Advocates the construction of home shel- 
ters in basements, and that the Government should require cellar-built shel- 
ters in all homes financed by it. 


Russian Underground Plant at Herold, Aviation Age, 19, pages 106-107, 

April 1953. 

Brief description of the underground plant in the Erz Mountains in Saxony, 
Germany. Used now by the Russians for production of aircraft parts. 
Production plant proper, including all subsidiary installations, covers an 
area of 14,500 square feet. 


Impact of Air Attack in World War II; Selected Data for Civil Defense 
Planning, Stanford Research Institute for Federal Civil Defense Admin- 
istration, United States Government Printing Office, 1, parts I and II, 
443 pages, June 1953. 


An analysis of the effects of bombing upon German industry during World 
War II. German industry withstood bombing by use of shelters for per- 
sonnel, shields for equipment, and dispersion of industry. Not until the 
transportation system was badly hit, did German industry greatly feel the 
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effect of bombing. With the breakdown of transportation, dispersed facili- 
ties suffered for want of materials and component items. 


121. An Interview with Governor Val Peterson, Bulletin of the Atomic Scientists, 

9, pages 257-242, September 1953. 

Shelter versus evacuation is discussed. More information on weapons 
effect is needed to justify encouragement of large expenditures for shelter. 
Probing and planning is underway with respect to Project East River 
recommendations regarding the reduction of urban vulnerability but nothing 
effective has been accomplished. 


122. Industry, The Target, William J. Platt, Stanford Research Institute, 8 

pages, February 11, 1953. 

Production is the key factor in the outcome of modern war. The threat of 
attack, our vulnerability, and need for preparation is examined. Methods of 
preparation for defense are treated under dispersion, protection, and organ- 
ization. 


23. Industrial Defense Planning Manual, American Iron and Steel Institute, 43 

pages, September 1954. 

Reviews all phases of planning for an emergency from broad phases of 
management to specific dispersal problems. Relocation would prove ex- 
tremely costly and of a long term nature; however, new facilities should be 
dispersed whenever feasible. Specific recommendations for less drastic and 
more feasible measures are: Unusually vulnerable key departments within 
a critical facility should be relocated; individual facilities should be rear- 
ranged or modified to increase independence; more vulnerable facilities 
should be identified and preattack arrangements made for postattack reloca- 
tion in event of major damage; safe location or relocation be planned for: 
spare and repair parts, raw materials, components, finished goods and excess 
inventories (particularly of dangerously located warehouses), and essential 
engineering drawings, specifications, and their operating information. 


124. Industry Guide to Planning for Restoration of Production, United States 

Department of Defense, 105 pages, September 15, 1954. 

This guidebook is based on extensive research done by the Department of 
the Air Force with the cooperation of more than 60 industrial concerns 
representing 13 industry groupings. It is published for the information and 
guidance of management of industrial facilities most vital to the military 
services. German experiences with dispersal, underground, and protective 
construction are described—methods, problems, and effectiveness. Efforts 
have been made to assure that the recommendations contained in the guide- 
book are consistent with national policies developed by the Office of Defense 
Mobilization. 


125. Symposium on Continental Defense, Val Peterson, Signal, 9, pages 37-38 and 

others, September-—October 1954. 

Our industry (plants and people) will be the target of an enemy attack. 
Survival of industry is primarily the responsibility of industry. Only by 
effective preplanning can industry survive. There must be sound business- 
like preparations of a physical nature to protect people and equipment such 
as dispersal and strengthening of structures. Those who cannot disperse 
must be prepared to withstand the forces released by nuclear weapons. 


126. Shelters in the Atomic Age, Ellery Husted, Bulletin of the Atomic Scientists, 


9, pages 273-274, September 1953. 

A discussion of the complex problem of shelter and constantly changing 
factors which affect shelter policy. The importance of the type of attack 
and facilities in one-type approach to the shelter problem are examined. 
Improved design in new buildings and the extra cost of blast resistant 
buildings are reviewed. 

127. Objective: Bomb Resistance, Engineering News-Record, 151, pages 33-34, 

December 31, 1953. . 

Description of a massive structure of reinforced concrete, occupied by the 
Armed Forces Institute of Pathology in Washington, D.C. It looks the role 


it is intended to play—protection of occupants against blast and radiation 
from an atomic bomb. 
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128. How to Plan and Build Your Bomb Shelter, Clarence Petzinger, Factory 


129. 
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Management and Maintenance, 3, page 2, March 1954. 


Description and discussion of bomb shelter built by Cleveland Twist Drill 
Co. 


What the H-Bomb can do to United States Industries, Adm. Ben Moreell, 

U. S. News & World Report, 19, pages 58-64, May 7, 1954. 

Ten H-bombs could destroy about three-fourths of the steelmaking capac- 
ity of the United States (i. e. 73 percent of the ingot capacity, 77 percent of 
the coke capacity, and 82 percent of the iron capacity are contained within 
10 districts each of which is covered by a 25-mile-radius circle). Destruction 
of the plants would also mean destruction of the great preponderance of the 
skilled steelworkers. The Sault locks which handle 65 percent of total ore 
shipments of the country could be destroyed by a small atomic bomb. In 
addition to recommending certain military action. Moreell suggests con- 
struction of personnel shelters at important operations and the progressive 
dispersion of vital industrial facilities. A dispersal program for the steel 
industry is set forth in this article. 


A Challenge For Defense, Val Peterson, Signal, 8, pages 11-16, July- 
August 1954. 


An address by Mr. Peterson to the eighth annual meeting of the Armed 
Forces Communication Association. Sweden and Switzerland lead the 
world in the movement for the construction of underground shelters for 
protection from atomic bombs. For the American people to go underground 
would cost untold billions of dollars and an undeterminable period of time. 
The alternative is evacuation. To successfully evacuate our cities requires 
early warning time, planning by State and local officials, and training of 
personnel and the population. 


Sweden Digs In, Lt. Comdr. G. Alison Raymond, United States Naval 

Proceedings, pages 1223-1225, November 1954. 

To defend herself, Sweden has constructed about 500 military rock 
shelters to protect its navy and other military facilities from atomic bombs. 
Some of these rock shelters open into the sea and have docking facilities 
capable of accommodating destroyers of 2,600 tons as well as submarines and 
other units. Underground facilities have also been constructed to house 
hospitals, industrial plants, and shelters for the population. 


Winning the Broken-Back War, W. C. Wentworth, Air Force, 37, pages 
25-29, December 1954. 


Recommendations for winning a “broken back” war: A limited shelter 
program, decentralization of industry, stockpiling of goods, and an admin- 
istration capable of operating independently after an attack. 

General Aspects of Civil Defense, Life Insurance Association of America, 

86 pages, 1954, illustrated. 


A comprehensive review of what an all-out enemy attack using the latest 
nuclear weapons might cost the American people. Two of the means to 
combat this cost are absence from a target area, which can be achieved 
permanently through a longtime program of dispersion, necessarily carried 
out in advance of an attack; and increased shelter in the area between the 
inner zone of complete destruction and the outlying fringe of no bomb 
damage. 

Civil Defense, Air Marshal Robert Saundby, Aeroplane, 88, pages 237-239, 

February 25, 1955. 


There are three grouns of tasks for civil defense: (1) Measures of preven- 
tion, (2) measures of reduction, and (8) measures of restoration. Included 
in measure of prevention are dispersion of industry and certain public 
institutions, and shelters. Suggests the construction of underground shelters 
to be used as car parks in peacetime. 

Sweden Digs In, Lin Root, Reader’s Digest, 66, pages 53-56, May 1955. 


Sweden has blasted out of rock, underground facilities where vital opera- 
tions can be carried out in case of war. Into these underground facilities are 
moving military headquarters, hangars, repair shops, munitions and fuel 
dumps, civil defense with its control cejters and public shelters, factories, 
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hospitals, laboratories, fire stations and powerplants. By using the Swedish 
method of blasting, costs of such construction has been drastically reduced. 


. Swedes Make Rock Tunnel History, Waldo G. Bowman, Engineering News- 


Record, 9, pages 34-37, September 1, 1955. 


Reports on 2 hydroelectric plants and 1 air raid shelter being built under- 
ground in Sweden. Describes engineering methods and equipment em- 
ployed. Discusses the factors which has influenced Sweden to undertake 
such huge and continuous underground construction. 


Pre-Attack Planning for Industrial Defense, W. R. Ramsay, Iron and Steel 
Engineer, 32, pages 75-80, July 1955, illustrated. 


Outlines the community problem and industrial phases of preattack 
planning. Assumes that our cities would be a battlefield and a direct attack 
on plants would occur in a future war, with the resulting loss of personnel, 
facilities, and records. Suggests the use of the Industrial Defense Planning 
Manual, published by the Department of Commerce and American Iron 
and Steel Institute, by steel plants in planning to avert possible disaster. 


The Role of Management in Industrial Defense, Donald Parris, Signal, 10, 

pages 37-38, September-October 1955. 

Discusses: (1) limiting the number of prime industrial targets by under- 
taking dispersion to the extent feasible; (2) minimizing the potential dam- 
age to targets by such means as protective construction, civil defense pre- 
parations, and safeguards against sabotage; and (3) advance planning by 
company management to insure the earliest possible resumption of essential 
production after an attack or natural disaster. 


Underground Plants For Industry, Department of Defense, Department of 
the Army, Office of the Chief of Engineers, AGO 10183-January, 109 pages, 
January 1956. 

This is a study based on findings of a private firm of engineers, and the 
Army’s experience in World War II to determine the feasibility and cost of 
underground structures. The study is designed to help industry to weigh 
carefully the advantages of moving the most critical phase of its operation 
underground. Subjects discussed are: (1) advantages of underground facili- 
ties, (2) criteria for site selection, (3) existing and potential underground 
sites, (4) design considerations for underground plants, (5) comparison 
of underground and surface facilities’ costs, (6) comparison of operating and 
maintenance costs between underground and surface facilities. 

Dispersal: Where’s the Incentive, The Iron Age, 177, pages 27-29, January 
19, 1956. 

Present dispersal measures are indequate, stronger incentives and realis- 
tic planning are needed. Recommends tax reduction for defense industry 
in sparsely settled areas. To avoid buildups in favored areas, tax cuts would 
be graduated according to population density. Two other means of achieving 
dispersal are the building of a number of well-dispersed one-product plants 
such as Jones & Laughlin’s proposal for its steel producing facilities and 
underground plants as illustrated by the plans of the American Machine & 
Founury Co. for such facilities in Alabama. 


Shelters for Emergency Use Only, Naval Aviation News, United States Gov- 
ernment Printing Office, 18 pages, August 1956, illustrated. 
Use of caves at Atsugi, Japan, by United States Navy for an emergency 
base headquarters, hospital, and personnel shelter in event of attack. 


A Proposed Home Shelter, Willard Bascom, National Academy of Sciences, 

National Research Council, 18 pages, December 1956, illustrated. 

This paper describes a shelter originally designed by the author in January 
1956, which, all things considered, appears to offer the best solution to many 
problems of providing the suburban family group with a relatively inexpen- 
sive and easily accessible area which would afford substantial protection 
in time of enemy attack. 


The Unavoidable International Shelter Race, James W. Deer, Bulletin of 
the Atomic Scientists, 13, pages 66-67, February 1957. 


The author feels that an international shelter race will naturally follow 
the international race of modern weapons development. Each nation feels 
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forced to provide shelter to reduce its vulnerability to attack. The imme- 
diate beginning of a national shelter program is considered urgent. 


Difference Between Victory and Defeat, Willard Bascom, Life magazine, 42, 

page 150 and others, March 18, 1957- 

Experts say that the United States must build shelters which can also be 
usefti in peacetime. Drawings on pages 147-148 illustrate phases of a 
monumental scheme which, its designers believe, may save the life of the 
United States in any future war. The author, starting on page 150, presents 
his proposals on ways to meet the country’s urgent needs for shelter. 


Environmental Protection in Subterranean Shelters, Warren Viessman, 
Refrigerating Engineering, 59, pages 1175-1178 and others, December 
1951. 

Scientific developments of our civilization have intensified the necessity 
and usage of subterranean caverns as shelters. Acres of such shelters were 
built and utilized during World War II by various countries. Conclusions 
are that such shelters are imperative to protect persons, manufacturing pro- 
cesses, and storage of vital materials where dispersal is not practical. Shel- 
ters should, preferably, be located in well-drained hillsides, be provided with 
necessary utilities, be accessible, and have sufficient rock or other covering 
to provide the designed protection. Environmental protection will usually 
be obtained by conditioned air in a closed system with sufficient purified 
air to avoid vitiation where people are present. 

Protective Construction 

The Problem of Reducing Vulnerability to Atomic Bombs, Ansley J. Coale, 
Princeton University Press, 116 pages, 1947. (Condensation of this study 
was published in Bulletin of the Atomic Scientists, 2, pp. 71-74, March 
1947.) 

An early analysis of the kinds of vulnerability to which a nation is ex- 
posed, and measures which should be taken to avert or alleviate the potential 
disastrous effects of attack by atomic bombs. The purpose of national policy 
toward the use of atomic energy may include one or more of the following: 
(1) To prevent the occurrence of an attack by atomic weapons. (2) To 
prepare to win a war involving atomic weapons should one occur. (3) To 
minimize the loss of life and maximize the Nation’s ability to resume 
activity after it. To win a war, to minimize loss of life, and to maximize 
the Nation’s ability to resume activity after an attack, dispersion of industry 
and population, the development of transportation facilities to avoid bottle- 
necks, shelters, construction of blast and heat resistant buildings, and under- 
ground construction for locating vital industries are recommended. A great 
amount of research and study is needed before undertaking any of these 
programs. 


Industrial Vulnerability to Bombing, C. F. Robinson, The Military Engineer, 

41, pages 1-6, January-February 1949, Illustrated. 

Documented study of the destructive effects of atomic bombs on building 
structures and the protective measures which have been taken and consid- 
ered to date. Concludes thaf dispersion of industries is the best answer. 
German experience with underground facilities indicates that some measure 
of protection under special conditions can be achieved. Japanese experiences 
indicate the possibilities that certain structural characteristics tend to mini- 
mize the destructive effects of bombs. 


3ombs Versus Buildings, Harry Lake Bowman, Engineering News-Record, 

144, pages 24-27, January 1950. 

This article represents the first statement to be cleared by the Atomic 
Energy Commission on structural resistance to bomb blasts. The author 
is a top United States authority on the subiect and presents an important 
message to engineers on protection through better design. 


If An A-Bomb Falls, R. Maxil Ballinger, Study in Personnel Policy, National 

Industrial Conference, 20 pages, 1950, Illustrated. 

Present buildings and plans for new buildings should be analyzed and the 
necessary steps should be taken to provide protection against blast, fire, and 
radiation. In new construction consideration should be given to distance 
from vital targets, use of fire resistant materials, and building design. 
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Principles of Plant Protection, United States Department of Defense— 

Munitions Board, 24 pages, 1950. 

Presents means of plant protection against sabotage, espionage, and enemy 
attack. In connection with enemy attack, recommends dispersion to non- 
vulnerable areas, or underground construction. In the absence of these 
possibilities, protective construction of selected areas should be undertaken. 
Essential services which should be so protected are communications for con- 
trol, first aid, fire fighting and damage control. Personnel shelter should be 
constructed except that the same degree of protection would not be justified. 


Damage from Atomic Explosion and Design of Protective Structures, Depart- 
ment of Defense and Atomic Energy Commission, United States Govern- 
ment Printing Office, 32 pages, 1950. 

This report assesses in general terms certain effects of the atomic weapons. 

It deals particularly with the damage an air blast would cause to various 

types of structures and buildings, and building construction to resist these 

effects. This report is taken from material gathered for the comprehensive 
report on the effects of atomic weapons. 


s,omb Defense for Industry’s Production, Architectural Record, 109, pages 

128-131, February 1951. 

Industrial facilities should be constructed to resist bomb damage. England 
prepared for bomb attacks prior to World War II, while Germany did not. 
Comparison of the effects of bombing indicates that the English industry 
suffered less damage than did industry in Germany. Recommendations are: 
(1) Study defense measures for existing factory buildings; (2) study de- 
fensive building design; (3) survey the entire matter of plant dispersal 
versus underground building. 


Building for Defense, Architectural Forum, 96, pages 148-151 and others, 

April 1952. 

Civil Defense Administration tells how to strengthen existing structures, 
how to design new ones, and how to provide shelter against atomic attack. 
Largely a brief recapitulation of three Federal Civil Defense Administra- 
tion manuals published in 1952 


Design of Protective Structures Briefed, A. S. Neiman, Civil Engineering, 

2? pages 31-33, June 1952, illustrated. 

Describes and discusses three mannals completed by Federal Civil De- 
fense Administration on methods and procedures for providing shelter and 
protection against heat, blast, and nuclear radiation. Manual 1 outlines 
methods for determining shelter needs and areas; manual 2 indicates how 
existing buildings can be improved to eliminate hazards. The third manual 
is a technical publication containing minimum standards and criteria for 
the design of structures subject to atomic blast. 


Buildings Can Be Designed to Resist A-Bombs, Architectural Record, 112, 

piges 182-186, August 1952. 

Highlights of the M. I. T. Conference, Building for the Atomie Age— 
1952, and an abstract on the talk, Cost of Blast Proof Structures by Charles 
Whitney given at M. I. T. Some of the sneakers made similar talks at the 
Symposium on Earthquake and Blast Effects held at University of Cali- 
fornia at Los Angeles. 


Blast Resistant Buildings, Boyd Anderson, Architectural Record, 112, 
pages 173-179, December 1952, Illustrated. 

Complete protection in all buildings cannot be provided because of pro- 
hibitive costs. However, the greatest amount of protection and the maxi- 
mum reduction of the destruction caused by blast can be effected at little 
increase in cost. Through awareness of the more resistant types of con- 
struction and by alerting clients to advantages achieved at nominal costs, 
the architect can do much which in time will assure more bearable pros- 
pects for the future. Cellular construction, windowless structures, 
strengthening conventional framing, and special structures are discussed. 


Providing A~B-C Defense in Construction Design, Comdr. Thomas R. John- 
son, Military Engineer, 45, pages 104-107, March-April 1953. 
The Bureau of Yards and Docks is “slanting” its construction for the 
Naval Shore Establishment to provide better protection against atomic, 
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biological, and chemical warfare. A maximum of 5 percent of total con- 
struction cost is considered sufficient to provide this protection. In most 
instances this “slanting” takes the form of redesigning the floor layout and 
increasing construction standards within a portion of standard type build- 
ings to provide for resistance against blast, fire, and contamination and so 
equip this area as to permit operations to be carried out in event of an 
A-B-C attack. 

Shelter in the Atomic Age, Ellery Husted, Bulletin of The Atomic Scien- 

tists, 9, pages 273-274, September 1953. 

A discussion of the complex problem of shelter and constantly changing 
factors which affect shelter policy. The importance of the type of attack 
and facilities in one-type approach to the shelter problem are examined. 
Improved design in new buildings and the extra cost of blast resistant 
buildings are reviewed. 

More Defense Features in Tndustrial Buildings, Business Week, page 84 

and others, October 24, 1953. 

The Office of Defense Mobilization, under a new policy, allows a 5-year 
tax writeoff on 100 percent of costs for building bomb shelters, blast walls, 
and other protective structures in industrial plants located in critical target 
areas. Offer extends to plants that were not covered by fast tax writeoff 
when constructed, or to old facilities which are building or adding such 
protective construction. The Cincinnati Milling Machine Co. is the first 
company to take advantage of the new policy. 


Industry, The Target, William J. Platt, Stanford Research Institute, 8 

pages, February 11, 1953. 

Production is the key factor in the outcome of modern war. The threat 
of attack, our vulnerability, and need for preparation is examined. Meth- 
ods of prenaration for defense are treated under dispersion, protection, and 
organization. 

Telephone Building Made Bomb Resistant, Frederick S. Merritt, Engineer- 
ing News Record, 152, pages 42-44, June 3, 1954, illustrated. 

Describes construction of a new telephone building by A. T. & T. Co., 
at White Plains, N. Y., which is incorporating high resistance to blast and 
nuclear radiation. 


Industry Guide to Planning for Restoration of Production, United States 

Department of Defense, 105 pages, September 15, 1954. 

Tnis guidebook is based on extensive research done by the Department of 
the Air Force with the cooperation of more than 60 industrial concerns 
representing 13 industry groupings. It is published for the information and 
guidance of management of industrial facilities most vital to the military 
services. German experiences with dispersal, underground and protective 
construction are described—methods, problems, and effectiveness. Efforts 
have been made to assure that the recommendations contained in the guide- 
book are consistent with national policies developed by the Office of Defense 
Mobilization. 


Protective Construction at Moderate Cost, Arthur B. Chilton, Military 

Engineer, 47, pages 11-13, January-February 1955. 

In the absence of dispersion, which is first and foremost and should be 
emphasized to the extent possible, thought should be given to strengthen- 
ing buildings to withstand blast and fire. It may not be economical to 
build full blast and fire resistance features into a building now, but certain 
features can be designed and incorporated into a building at little or no 
extra cost which, if it should become necessary, can facilitate and make 
less expensive future additions to the buildings to make it more resistant to 
blast and fire. The engineer should use ingenuity in designing to keep 
present and future costs down. A number of such schemes are the in- 
stallation of connection plates at time of construction to be used to install 
diagonal bracing when necessary, placing of washrooms near entrances to 
be converted to decontamination stations for persons entering the building 
after being exposed to contaminating weapons, and the selection of sites 
offering partial or complete underground construction. 
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New Navy Building Constructed for Atomic Age, Rear Adm. W. C. 
Schindler, National Defense Transportation Journal, 11, page 61, Jan- 
uary—February 1955. 

Statement of Navy policy concerning construction of naval shore installa- 
tions to minimize damage from an atomic attack. Gives as an example the 

Naval Research Laboratory constructed in Washington, D. C. 


Atomic Tests Show How Buildings Stand Up, L. L. Wise, Engineering 

News-Record, 154, pages 21-22, May 12, 1955. 

The Atomic Energy Commission and the Federal Civil Defense Admin- 
istration conducted tests to provide information about blast effects on differ- 
ent types of structures. In brief, the test indicated that buildings designed 
for earthquake resistance have substantial blast resistance. Five types of 
houses and three industrial type metal buildings and one specifically de- 
signed gypsum type building were tested. 


To Provide for the Common Defense, Hubert H. Humphrey, Bulletin of the 

Atomic Scientists, 11, pages 244-246 and others, September 1955. 

A cogent analysis of civil defense problems facing the Federal Govern- 
ment. One of the most urgent problems is that of reducing the vulner- 
ability of our cities and industrial complexes. The national industrial 
policy, promulgated in 1951, has been only partially successful. The prob- 
lem of fallout and other factors suggest a further review of dispersion 
theory. Dispersion of industry should alleviate population density. Direc- 
tion and assistance is needed by industry in planning for continuity of pro- 
duction and in providing protective construction. 


Shelters in Industrial Plants, Clarence F. Petzinger, Civil Defender, pages 

22-23 and others, 1956. 

Based on the assumptions of vulnerability to attack and that the plant 
and equipment are more readily replaced than employees, the Cleveland 
Twist Drill Co. has prepared a bomb shelter for its employees. This com- 
pany has established a preparedness program in two distinct phases: Plan 
1 provides for maintenance of adequate protection while attack seems rea- 
sonably remote. Plan 2 provides for the time when attack is imminent. 
Under it all arrangements and details essential to protection will be 
completed. 


Industry, the Target, Marshall K. Wood, Civil Defender, pages 10-11 and 

others, 1956. 

The various means of combating the effectiveness of enemy air attack 
include the reduction of urban vulnerability through dispersal and protective 
construction. Since industry groups most needed for survival and retalia- 
tion are very highly concentrated, relocation of some of the most vulnerable 
segments is essential. It is extremely important that balanced industrial 
eapacities for production of most needed products be available in the post- 
attack period. Much of the dispersion could be accomplished without re- 
location. It need not mean any great cost beyond normal industrial 
expansion. Peacetime products could be produced in target areas, and mili- 
tary products could be produced in the dispersed areas in the newly con- 
structed plants of various industries. 


Modification of Evisting Buildings 


If an A-Bomb Falls, R. Maxil Ballinger, National Industrial Conference 

Board, 20 pages, 1950, illustrated. 

Present buildings and plans for new buildings should be analyzed and the 
necessary steps should be taken to provide protection against blast, fire, and 
radiation. In new construction, consideration should be given to distance 
from vital targets, use of fire-resistant materials, and building design. 

3omb Defense for Industry’s Production, Architectural Record, 109, pages 

128-131, February 1951. 

Industrial facilities should be constructed to resist bomb damage. 


England prepared for bomb attacks prior to World War II, while Germany 
did not. Comparison of the effects of bombing indicates that the English 
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industry suffered less damage than did industry in Germany. Recom- 
mendations are: (1) Study defense measures for existing factory buildings: 
(2) study defensive building design; (3) survey the entire matter of plant 
dispersal versus underground building. 


Design of Protective Structures Briefed, A. S. Neiman, Civil Engineering, 

22, pages 31-33, June 1952, illustrated. 

Describes and discusses three manuals completed by Federal Civil Defense 
Administration on methods and procedures for providing shelter and pro- 
tection against heat, blast, and nuclear radiation. Manual One outlines 
methods for determining shelter needs and areas; Manual Two indicates 
how existing buildings can be improved to eliminate hazards ; Manual Three 
is a technical publication containing minimum standards and criteria for 
the design of structures subject to atomic blast. 


Impact of Air Attack in World War II: Selected Data for Civil Defense 
Planning, Stanford Research Institute for Federal Civil Defense Admin- 
istration, United States Government Printing Office, parts I and II, 4438 
pages, June 1953. 

An analysis of the effects of bombing upon German industry during World 
War II. German industry withstood bombing by use of shelters for per- 
sonnel, shields for equipment, and dispersion of industry. Not until the 
transportation system was badly hit did German industry greatly feel the 
effect of bombing. With the breakdown of transportation, dispersed facili- 
ties suffered for want of materials and component items. 


Urban planning 

Atomic Bomb Explosions: Effects on an American City, R. E. Lapp, Bulle- 
tin of the Atomic Scientists, 4, pages 48-54, February 1948. 

Outlines the probable effects of an atomic-bomb explosion upon an Amerfi- 
can city, and suggests two passive-defense measures: (1) Long-range city 
planning and (2) preparedness planning for catastrophies. The first in- 
cludes proper city planning for firebreaks, suburban communication head- 
quarters, distributed hospitals, and other measures which would reduce 
target attractiveness and increase recovery capability. Further concentra- 
tion of facilities in built-up areas should be avoided, suburban developments 
encouraged, and decentralization stimulated. The second measure, which 
includes modernization of fire equipment to operate on rubble-strewn streets, 
planning of firebreaks to isolate fires, and other factors which would serve 
to reduce the effectiveness of a “hit” and probably save the lives of 
thousands. 

The Dispersal of Cities as a Defense Measure, Tracy B. Augur, Journal, 
American Institute of Planners, pages 29-35, 1948 (summer issue), and 
Bulletin of the Atomic Scientists, 4, pages 131-134, May 1948. 

The cost and inconvenience of dispersal can be minimized by combining 
it with city building plans already under consideration. Discusses the 
advantages of dispersal for peacetime living and the importance of main- 
taining urban values. City building in the form of small “clusters” sep- 
arated by large bands of open country, to reduce vulnerability to atomic 
attack, is proposed. 

Must We Hide, R. E. Lapp, Addison Wesley Press, 184 pages, 1949, 
illustrated. 

Chapter 13 is devoted to defense through space or dispersion. The atomic 
bomb has forced a social revolution which can produce a safer and better 
way of life. Successful dispersion necessitates long-range planning and 
must be voluntary. With the right impetus, a decentralization movement 
might be spontaneous and reduce population substantially in a few decades. 


Fire Aspects of Civil Defense, Horatio Bond, Bulletin of the Atomic 
Scientists, 6, pages 246-248, August-September 1950. 


Suggests two specific approaches to the reduction of fire hazards. The 
industrial approach—defense by space in the location of new facilities— 
should be applied to congested areas. Further concentration in urban areas 
should be vetoed. Slum areas should be cleared and left open. Some limit 
should be set on the total number of persons allowed in one place—an acre 
of space per family is suggested, to reduce target attractiveness. Applica- 
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tion of the open-space rule would still permit multiple-family dwellings 
and skyscraper construction. These measures can be accomplished through 
city planning measures, zoning restrictions, and building-code administra- 
tion. The second approach is that of providing for water storage and supply 
near the buildings or facilities for fire-fighting purposes, should conventional 
water supply sources be destroyed. 


A Mayor Looks at the Civil Defense Program, Frank P. Zeidler, Bulletin of 
the Atomic Scientists, 6, pages 249-251 and others, August-September 
1950. 
liscusses the organization in Milwaukee, the need for National and State 

organizational pattern, and agrees that cities might be more defensible if 

they rearrange themselves into long ribbons. 

New Towns for American Defense, W. L. C. Wheaton, G. H. Perkins, D. S. 
Geer, A. Mayer, W. G. Holford, R. L. Creighton, and R. L. Wegner. 
Journal, American Institute of Architects, special number, 58 pages, 
January 1951. 

Our presently congested cities are inviting targets. Decentralization and 
new town building are possibly the only real solution in providing protection. 
Recognizing the importance of these problems, the journal has devoted most 
of this issue to presentation and discussion of plans for new town building. 
New concepts of social and economic mobility and democracy challenge the 
neighborhood concept and the traditional idea of separation of residential 
and industrial areas. The building of new towns is not a new idea; the 
United States was a thriving center of new town building in the first quarter 
of this century. 


A Program for Urban Dispersal, Donald and Astrid Monson, Bulletin of the 
(Atomic Scientists, 7, pages 244-250, September 1951. 

Various aspects of dispersal, with special emphasis on decentralization or 
“garden city” principle, based upon gradual breaking up of a central mass 
by building several self-contained smaller “satellite” towns. This would 
result in fewer casualties and reduce attack advantages. Suggested prin- 
ciples for getting dispersal program under way are: (1) Must be within 
limits of national economy and national productive capacity, with increasing 
efficiency ; (2) must be ready to be put into early action and give increasingly 
progressive protection; (3) first efforts should be concentrated in most vul- 
nerable areas, where protection is vital; (4) existing local governmental and 
planning agencies should be utilized to plan and execute program wherever 
possible; (5) necessary legislative power to supplement existing Federal 
enactments should be provided by Congress; (6) while the program can be 
expected to pay for itself eventually by increased efficiency, Federal loans 
and grants-in-aid for various phases should be provided as needed. 


Defense in Space, the Industrial Development Committee, Los Angeles 

County Chamber of Commerce, 8 pages, 1951. 

Describes pattern of industrial plant location in Los Angeles County, among 
most highly decentralized areas in the Nation. County is committed to de- 
centralization policy, and the industrial development committee is provided 
with the necessary powers to effect plant dispersal. 


Land Use Policy and Standards of Urban Development in the U. S. S. R., 
Maurice Frank Parkins, Project East River, Associated Universities, Inc., 
part V—C, 41 pages, March 1952, illustrated. 

Major Soviet cities are classified on a functional basis—industrial, trans- 
portation, trading, and diversified. A fundamental principle in the Soviet 
Union is the abolition of any difference between the urban and rural pro- 
letariat. Effectuation of this principle is closely related with problems of 
city development. City size and population are controlled by limiting indus- 
tries in already established industrial centers, by decentralizing industries, 
and through housing restrictions. Soviet cities have three characteristic 
features—the city center, or square, industrial zone, and residential area. 
Industries are placed according to a national economic plan. The residen- 
tial area may be in the form of a superblock, where population density would 
be predetermined, and which would influence the size and neighborhood facili- 
ties and services. A group of superblocks forms a residential subdistrict. 
Distribution of residential areas is accomplished by means of building zones. 
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Forces Making for Concentration in the Cores of Metropolitan Areas, 

W. C. Wheaton, C. S. Hamilton, C. Woodbury, and M. J. Schussheim, 

Project East River, Associated Universities, Inc., 78 pages, 1952, illus- 

trated. 

A basis for the evaluation of industrial relocation sites; section II pre- 
sents an explanation of the natural forces operating to build cities and 
counter to dispersion. 


Fire Storm Hazards, Horatio Bond, Bulletin of the Atomic Scientists, 9, 

pages 277-279, September 1953. 

Describes a fire storm and the conditions which make it possible. Sug- 
gests ways in which cities can reduce the possibiilty of its occurrence. Com- 
bustible buildings should be kept small and well spaced. Outdoor storage 
of goods should be limited and well spaced. Combustible materials should be 
reduced and replaced wherever possible. Fire-resistive construction should 
be used and sprinkler protettion added when possible. The fire-fighting 
companies should be well organized and local water storage should be pro- 
vided for emergency use. 


. Industrial Defense: A Community Approach, William J. Platt, Bulletin of 


the Atomic Scientists, 9, pages 261-264, September 1953. 

Describes how the industrial leaders of one metropolitan area made a study 
of their own problems of dispersal and postattack rehabilitation, thereby 
aiding the Federal Government in setting up standards and establishing na- 
tional policies and procedures. The work was new in three ways—under- 
taken by a non-Government volunteer group; approached problems from 
viewpoint of a metropolitan industrial community; and established on a 
pilot-installation basis the feasibility of policies and procedures that other 
metropolitan areas and the Federal Government can adopt. (Studies were 
conducted by the San Francisco Bay Area Council and Stanford Research 
Institute, which was under contract with the National Security Resources 
Board.) 


Urban Redevelopment: Problems and Practices, C. S. Ascher; W. H. Ludlow; 
J. Miltzer; S. Orloff; I. S. Robbins; W. L. Slaton; A. A. Twichell; and 
M. P. Yankauer; University of Chicago Press, 525 pages, 1953. 

Emphasis has been placed on conditions, problems, issues, and possibilities 
in urban communities of this country. Part IV discusses rehabilitation, 
reconditioning, conservation and code enforcement in local programs. Part 
V is a descriptive report of problems, factors, policies, and methods of pro- 
cedure in relocation of families displaced in urban development programs. 


Civil Defense Against Great Fires, Willard Bascom, National Academy of 

Science Advisory Committee on Civil Defense, 26 pages, June 1956. 

Specific suggestions for providing some measures of fire protection through 
city planning and the fire department are: Every other block might be 
cleared and replaced with garden apartments. Potential fire-storm areas 
could be divided into smaller areas by firebreaks, preferably park-like and 
about 500 feet wide. Building codes could be revised to encourage fire- 
resistive buildings. Restrictions on top fire loading limits on all urban 
buildings and automatic sprinkler devices used. Standards could be ap- 
plied to concentration of flammable materials, and ordinances passed to pro- 
hibit existence of easily ignited structures. Further protection should be 
provided by the fire department through planning fire-breaks, arranging for 
necessary fire-fighting and related emergency equipment and emergency 
water supply. 

Proposed Research To Be Included in Survival Plan Reduction of Urban 

Vulnerability, Denver Planning Office, 24 pages, June 1956. 

The reduction of urban vulnerability is considered in three parts: purpose 


of a dispersal plan; dispersal theory, contributing sources; and a research 
outline for preparation of the proposed plan. 


Long-Range Strategic Considerations in the Civil Defense of the Denver 
Region, Denver Civil Defense, 6 pages, February 1957. 
An examination of important factors which favor reduction of vulnerability 
through urban dispersal over improving evacuation capability. Strategic 
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industries and government offices are flowing into city. City is growing 
rapidly and new develpment could be steered into satellite and safer loca- 
tions and prevent the development of a solid municipal expansion and mas- 
sive urban target. 


Concepts of Old No Longer Apply, Clayton Knowles, New York Times, page 

8, reprint, 1957. 

The governing of sprawling American cities in the atomic age presents 
many serious problems. Expanding urbanization and industrialization have 
created a challenging metropolitan problem. Inventive thinking is impera- 
tive to solve such problems as the spreading of cities into one or more States. 
Suggestions for possible solutions are: consolidation, annexation, interstate 
planning, and even a pattern of federalism, similar to that which brought 
the Colonies together. 


“New Towns” Created by British To Relieve the Cities Growth, Drew Mid- 
dleton, New York Times, page 6, reprint, 1957. 


Britain is farther ahead with a solution to the complex problems of city 
growth, because the problems appeared earlier. Planners have sought to 
draw population out of the inner city and keep areas around the city free 
from industrialiation and housing. The Government negotiates with “ex- 
panded towns” to accept both industry and families to relieve central-area 
congestion. In addition to the housing, estates, and expanded towns, there 
are new towns created by the Government. They are built by development 
corporations appointed by the Minister of Housing with funds provided by 
the Central Government. Dwellings are constructed for workers when in- 
dustry agrees to move to the new town. 


D. IMPLEMENTATION 


Federal, State, and local legislation 


A Staff Report on Civil Defense and Urban Vulnerability (Submitted to the 
Commission on Intergovernmental Relations), Vincent J. Browne and Wil- 
liam G. Coleman, United States Government Printing Office, Superintend- 
ent of Documents, 35 pages, June 1955, 

The civil-defense program and related programs are summarized. It is 
concluded that responsibilities are inappropriately defined and assigned, and 
congressional and administrative action is recommended. The report deals 
chiefly with general organization, responsibility, and tinancial assistance. 

Recommends direct participation of State and local officials in na- 
tional planning to reduce urban vulnerability in order to facilitate coordina- 
tion of industrial dispersion, reduction of population density, ete. Finan- 
cial aid to States and cities considered justified. Because a comprehensive 
program for reduction of urban vulnerability does not exist, specific recom- 
mendations are not made. 


Federal Civil Defense Legislation, J. Slaten Jenner, National Academy of 
Science Advisory Committee on National Defense, 24 pages, April 1, 
1956. 

A summary of technical legislation in effect or pending in early 1956, 
granting authority—direct or indirect for civil-defense activities in the 
United States. Of interest are the Federal Highway Acts and the Housing 
Act of 1954. The Highway Act of 1952 provides that the act may be used 
for any project for the construction or improvement of a circumferential 
highway or a radial intracity route which is certified as being important for 
civil defense. The act of 1954 authorizes and directs the Secretary of Com- 
merce to consult with the Federal Civil Defense Authority relative to the 
civil-defense aspects of highways constructed with Federal funds. The 
Housing Act of 1954 provided that the Housing and Home Finance Agency, 
including its constituent agencies and any other department or agency of the 
Federal Government having powers, functions, or duties with respect to 
housing under this or any other law, shall exercise such powers, functions, 
and duties in such a manner as will facilitate progress in the reduction of 
vulnerability of congested areas to enemy attack. 

Stockholm Maps Suburban Exodus, Swedes Plan Dispersal, Felix Belair, 
Jr., New York Times, reprint, 6 pages, 1957. 

“Get out of town” has been Sweden’s message for the past 10 years. 
Mounting population and traffic congestion have presented serious problems, 
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but the old remedy of town planning is familiar to Sweden. This planning 
is taking the form of a schematic dispersal of people and industries. Five 
new communities have been or are being erected, within easy commuting 
distance of the city. Each has its own shops, medical centers, and other 
essential facilities. The inner city is going through a construction revolu- 
tion that is intended, by 1962, to make a spacious capital for business and 
cultural activities. Parks punctuate the architectural design. The pro- 
portion of built-up open space is fixed by law. In 1947 legislation coordi- 
nated the local, regional, and national building committees and placed them 
under the National Government. All building must conform to plan. 


Executive policy 


Industrial Dispersion as a National Policy, Bulletin of the Atomic Scientists, 

7, pages 265-269, September 1951. 

To survive and win in case of atomic attack, American industry must be 
able to maintain production of essential goods and services. Greater security 
is the object of dispersion of new or expanding industries. Industrial 
dispersion is also more than a defense measure. It is an investment in the 
future welfare and progress of the Nation. It offers, beyond its defense- 
security contribution, better working and living conditions, greater produc- 
tion efficiency through reduction of urban congestion, and a healthier, more 
stable national economy. The national industrial dispersion program, which 
was developed from the Seattle study, offers a policy in accord with which 
the initiative of private enterprise and local government can carry out 
industrial dispersion to the advantage of the people, the Government, and 
industry. The program includes the following points: (1) The program is 
designed to disperse new and expanding industry—not to move established 
industry. (2) No region of the country is to be built up at the expense of 
another. (38) Industrial dispersion can be carried out if such deployment 
is confined to each local marketing area. (4) State and local governments, 
in cooperation with private enterprise, are called upon to take the initiative 
in this defense objective. The Federal Government will provide encourage- 
ment and technical guidance. 


An Interview With Gov. Val Peterson, Bulletin of the Atomic Scientists, 9, 

pages 237-242, September 1953. 

Shelter versus evacuation is discussed. More information on weapons 
effect is needed to justify encouragement of large expenditures for shelter. 
Probing and planning is underway with respect to Project East River rec- 
ommendations regarding the reduction of urban vulnerability but nothing 
effective has been accomplished. 


A Challenge for Defense, Val Peterson, Signal, 8, pages 11-16, July-August 

1954. 

An address by Mr. Peterson to the eighth annual meeting of the Armed 
Forces Communication Association. Sweden and Switzerland lead the 
world in the movement for the construction of underground shelters for 
protection from atomic bombs. For the American people to go underground 
would cost untold billions of dollars and an undeterminable period of time. 
The alternative is evacuation. To successfully evacuate our cities requires 
early warning time, planning by State and local officials, and training of 
personnel and the population. 

Quarles Outlines Defense Views on Industrial Dispersal Policy, Air Force 

Times, 16, page 5, December 3, 1955. 

Department of Defense’s new policy on dispersal does not include reloca- 
tion of existing plants. In order not to increase the degree of present 
concentration, dispersal will be one of the prime considerations in the 
location of new facilities. 


Financial and other governmental assistance 


The National Industrial Dispersion Program, United States Department of 
Commerce, Office of Area Development, March 1957. 
Descriptive summary of the national industrial program, giving back- 
ground, present policy and program, and discusses dispersion counseling 
service available. 





302. 


303. 


NATIONAL DEFENSE PRODUCTION 337 


Reducing Our Vulnerability to Attack, Report of the Office of Defense 
Mobilization to the Joint Committee of Congress on Defense Production, 
Washington, D. C., 52 pages, May 20, 1957, illustrated. 

A recent report outlining the activities of the Federal Government to 
reduce industrial vulnerability. Sets forth the financial and advisory aid 
now furnished to industry and to State and local governments by various 
agencies of the Federal Government. Also reports on various programs 
now underway or in process of study which may lead to further assistance. 


Armed Forces Industrial Defense Regulation, Department of Defense, 22 
pages, November 1956. (Released under three numbers, AR 580-20, 
NAVEXOS-P-1441, and AFR 78-13.) 

This regulation provides the survey technique to carry out the Department 
of Defense’s program to encourage and assist management of a limited 
number of facilities of vital importance to the defense of the United States 
to strengthen the industrial defenses of their facilities. The objective of 
the program is to minimize the loss of production through various means 
including the application of vulnerability reduction measures (dispersion 
and target hardening). 
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AIR COORDINATING COMMITTEE 


ATR COORDINATING COM MITTEE, 
DEPARTMENT OF COMMERCE BUILDING, 
Washington, D.C. 
Hon. A. WILuIs ROBERTSON, 
Chairman, Joint Committee on Defense Production, 
United States Congress, Washington, D.C. 

My DEAR SENATOR ROBERTSON: In accordance with your letter of August 8, 
1957, there is given below a summary of the Air Coordinating Committee's rec- 
ommendations during the past year with respect to its participation in developing 
a complete program to meet civil aviation requirements under the Defense 
Production Act. 

1. The Air Coordinating Committee coordinated four quarterly civil aviation 
programs related to priorities and allocations of controlled materials required 
for the production of civil air carrier aircraft. 

2. The Air Coordinating Committee participates in defense production activities 
pursuant to its responsibilities conferred by Execuitve Order 10655, January 28, 
1956 (21 F. R. 665). Under this Executive order, the Committee is authorized 
to “examine aviation problems and developments affecting more than one par- 
ticipating agency; develop and recommend integrated policies to be carried out 
and actions to be taken by the participating agencies, or by any other Government 
agency charged with responsibility in the aviation field; and, to the extent per- 
mitted by law, coordinate the aviation activities of such agencies except activities 
relating to the exercise of quasi-judicial functions.” 

3. The Committee approved and recommended four quarterly programs (C-—25 
to C-28 inclusive) to the Aircraft Production Resources Agency of the Department 
of Defense as a basis for the allocation of controlled materials to aircraft manu- 
facturers to meet the civil requirements as established. These programs pro- 
vided for the start of production of 486 new air-carrier aircraft during the year..- 
The fourth quarterly program (C—28) provides for the start of production of 90 
new carrier-type aircraft. In addition, the program recommends the allocation 
of controlled materials for 597 aircraft now under construction which were 
approved in prior programs. 

This program coordinated the civil requirements as presented by the Civil 
Aeronautics Administration with other deisgnated claimant agencies as follows: 
Departments of State, Army, Navy, Air Force, Commerce, and the Civil Aero- 
nautics Board. 

4. The recommendations of the Committee are implemented by the Aircraft 
Production Resources Agency of the Department of Defense which allocates con- 
trolled materials as required to the manufacturers included in the air carrier 
program. 

5. The extension of the Defense Production Act of 1950, as amended, extended 
controls for the maintenance of military production. Therefore, continuation of 
the established policy of the Committee for civil air carrier-type aircraft to be 
produced on an equal priority with similar military type is necessary in order 
to maintain air carrier operations essential to ‘the civil economy and, in addition, 
to provide an airlift potential in support of mobilization planning. 

6. The nonearrier aircraft production program (industrial, business, and 
agricultural) under the defense materials system, effective July 1, 1953, is no 
longer eligible for allocation of controlled materials due to the easing of certain 
materials shortages. Nevertheless, the production of this important segment 
of the aircraft industry, representative of small business, should be considered 
in evaluating the overall civil aircraft production essential to the defense effort. 
The manufacturers of noncarrier aircraft have submitted their production pro- 
gram covering the next 30-month period from October 1957 through March 1960 
as follows: 


ct keg ae | |) =f Bic Rk eRe ek Bs ~<a 
4 quarters, 1958____- soaked ae sanseeaaipieta Retepsobed Mt eS Ree fy) 
4 quarters, 1969__._._.___-- : Sk teeta os Ree ao 


Ist quarter, 1960 


7. There are no major problems with regard to coordination under the Defense 
Production Act. 

8. and 9. The Air Coordinating Committee, in furtherance of its policy of equal 
priority for the production of similar civil-military type aircraft, will continue 
its coordination and development of programs to meet civil aviation require- 
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ments, both foreign and domestic, which are found to be essential to the civil 
economy and in support of the defense effort for any future emergency. 

10. There were no changes in organization during the past year. 

11. The Air Coordinating Committee is prepared to consider any other problems 
that may arise requiring coordination or development of integrated policies pur- 
suant to its responsibilities under Executive Order No. 10655, January 28, 1956, 
(21 F. R. 665). 

12. It is believed that the foregoing information and comments adequately cover 
the activities of the Air Coordinating Committee with respect to the Defense Pro- 
duction Act during the past year. 

I trust this information is satisfactory for your purpose in preparing your 
report for the House of Representatives and the Senate. If the committee can 
be of further assistance, please let me know. 

If further information is desired, Mr. Robert R. Reining may be contacted on 
code 164, extension 2937. 

Sincerely yours, 
Louis 8S. RoTuscHiLp, Chairman. 


EXPORT-IMPORT BANK 


ExPortT—IMPORT BANK OF WASHINGTON, 
Wasington 25,D. C. August 30, 1957. 
Hon. A. WILLIS ROBERTSON, 
Chairman, Joint Committee on Defense Production, 
HOLC Building, Washington, D.C. 
Attention Mr. Harold J. Warren, clerk and counsel. 

DEAR SENATOR ROBERTSON : I am pleased to enclose the information pertaining to 
the operations of the bank under the Defense Production Act during the past 
year, as requested in your letter of August 8, 1957. 

In the event any further information is desired, I shall be happy to furnish it. 

Sincerely yours, 
LYNN U. STAMBAUGH, 
First Vice President. 
Enclosures. 


LENDING ACTIVITIES OF THE Export-IMporT BANK UNDER THE DEFENSE 
PRODUCTION ACT 


The Export-Import Bank was named in section 311 (a) of Executive Order 
No. 10161, as amended by Executive Order No. 10281 of August 28, 1951, as the 
agency designated to make and administer all loans under section 302 of the 
Defense Production Act of 1950, as amended, where the expansion, development, 
or production so financed is carried on in foreign countries. Executive Order 
No. 10480 of August 15, 1953, which superseded the above orders, retained 
section 311 unchanged, except for inclusion of the additional authority to guar- 
antee loans for expansion, development, or production in foreign countries. By 
means of the credits authorized, new sources have been provided of copper, 
cobalt, manganese, molybdenum, and zine for the United States stockpile or use 
by United States industry. 

The bank has the responsibility for all financial aspects of loans made under 
section 302 of the Defense Production Act of 1950, as amended, for activities 
carried on in foreign countries. Such loans are made by the bank only upon a 
certificate of essentiality of the loan issued by the Director of Defense Mobili- 
zation or the General Services Administration. 

Funds disbursed under these loans are made available to the bank by alloca- 
tions, from the Office of Defense Mobilization, to borrow from the Treasury 
Department under the authority contained in section 304 of the Defense Pro- 
duction Act of 1950, as amended. Amounts allocated for this purpose reached 
a maximum of $135 million on February 16, 1953, which later was reduced to 
the present $50 million on February 4, 1954. 

Letters of understanding have been exchanged with the Director of Defense 
Mobilization and the Defense Materials Procurement Administrator, now suc- 
ceeded by the General Services Administrator, recognizing and expressing the 
cooperative relationship existing with the bank in the conduct of these lending 
operations abroad. 
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All credits previously authorized were fully disbursed as of June 30, 1957. 
No additional credit authorizations by the bank under the Defense Production 
Act are contemplated in the future. 

No certificates of essentiality were received and no new loans were authorized 
under this authority during the fiscal year ending June 30, 1957. Information 
on the loans previously authorized is as follows: 


Summary of operations, Defense Production Act 


[In thousands of dollars] 


| Operations during fiscal year | Unpaid 
| 


Credits ending June 30, 1957 loan bal- 
Country, obligor, and product previously ee eey Bae he ee ance out- 
| authorized | standing 


Amount | Principal] Interest | June 30, 
disbursed) repaid | collected 1957 





oo x af 


{ 

; : : 
Brazil: Industria e Comercio de minerios, S. A., 
| 





manganese... ws >i | 1 16, 254.9 1, 658. 0 | 714.6 16, 254.9 
Haiti: Cotes de Fer Corp., sisal____- ae | es tos. Rae 31.9 
Mexico: Zine Nacional, 8. A., zine....---- | 2 | ee 24.8 | s 0 
Canada: | | 

Campbell Chibougamau Mines, Ltd., copper. | 5, 500.0 |- 0 
Molybdenite Corporation of Canada, Ltd., | 
molybdenum : 540.0 162.0 | 13. 4 81.0 
Africa, Northern Rhodesia: Rhodesia Congo Bor- | 
der Power Corp. Ltd., copper and cobalt. _-- 22, 400.0 | 6,978.0 | 2,268.9 | 972.8 | 20,131.1 
MEE ote btettdécsdcawosawcewweas cntueccel SET 8, 636.0 2, 455. 7 1, 701.1 36, 498. 9 





| om sullen  eahetas 





! Being that part of $71,265.6 credit athorized Sept. 4, 1952, certified to Export-Import Bank by Defense 
Materials Procurement Agency, $55,010.6 of which is a direct loan by Export-Import Bank. 


HOME LOAN BANK BOARD 


FEDERAL Home LOAN BANK BOoarp, 
Washington D. C., September 20, 1957. 
Hon. A. WILLIS ROBERTSON, 
Chairman, Joint Committee on Defense Production, 
Washington, D. C. 


(Attention Mr. Harold J. Warren, clerk and counsel.) 


Dear Mr. CHAIRMAN: In response to your letter of August 8, 1957, the Federal 
Home Loan Bank Board submits the following summary of its operations under 
the Defense Production Act : 

The Board’s programs under this act are set forth in Defense Mobilization 
Order I-22, dated March 28, 1956: 

“1. The Federal Home Loan Bank Board (hereinafter referred to as the Bank 
Board) will be responsible for the development of national security preparedness 
measures relating to-savings and loan credit policies and programs. The Bank 
Board will cooperate in this work with the Federal Reserve Board to the extent 
necessary to reflect Bank Board views and insure general coordination of savings 
and loan credit policies and programs with basic national policies under condi- 
tions of mobilization. Likewise, with the cooperation of the Department of the 
Treasury and Bank Board will develop national security preparedness programs 
relating to the operations of the Federal Home Loan Bank System (hereinafter 
referred to as the Bank System). 

“2. Among the measures for which the Bank Board will be responsible are 
the following: 

“(a) Development of plans and regulations with respect to the Bank Sys- 
tem for appropriate general and selective credit controls to curb inflationary 
pressures during various types of mobilization emergencies. 

“(b) Preparation, in cooperation with the Department of the Treasury, of 
plans for availability of savings and the provision for essential credit to the 
members of the Bank System under conditions of attack. 

“(c) Development of plans to encourage preparedness measures by the 
members of the Bank System designed to support continuity of operations 
of the System in the event of enemy attack, including the preservation of 
essential records. 
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“(d) Development and maintenance of specific plans to assure the con- 
tinuity of the essential functions of the Bank System in the event of an 
attack on the United States. 

“3. Such preparedness measures will be undertaken on a basis consistent with 
defense-mobilization assumptions and objectives for the Government as a whole. 
To assure such consistency and coordinated planning, proposed programs will be 
submitted to the Director of the Office of Defense Mobilization, or developed 
jointly.” 

These are standby programs, and would be activated only in the event of an 
emergency. The Board is, however, planning and preparing for the continuity 
of its operations should an emergency occur. 

Accomplishments under the defense mobilization order, during the period since 
its issuance, are set out below. 

The Board has drafted an Executive order for the President’s signature, 
bills for enactment by Congress, and regulations for adoption by the Board 
to provide for the protection and continued operation of the savings and 
loan system during a national emergency. 

In furthering the development of plans affecting the monetary policies 
and economic stabilization of the Nation,. we are cooperating with the Office 
of Defense Mobilization, Treasury Department, and Federal Reserve Board. 

Established our relocation site, where the Board’s indispensable records 
are stored and where the Board’s emergency functions can best be per- 
formed. Organized a staff to man the site upon being alerted. The district 
Federal home-loan banks have done likewise and are ready to operate from 
their sites. 

A relocation committee from the Board’s staff has been set up to plan 
and supervise our relocation activities, subject to direction by the Board. A 
committee of Federal home-loan bank presidents has also been created to 
assist in the development of planning for continuity of the savings and loan 
business in the event of an emergency. 

Delegations of authority have been issued establishing the succession to 
the Board in the event of a devastating attack on Washington, D. C. 

Operation Alert 1957 was the most successful exercise in which the Board 
has participated. Operations, communications, and logistics were vastly im- 
proved over previous exercises. The Board, as part of the exercise, took steps 
for the continued operation of the Federal Home Loan Bank System and the 
savings and loan business. These dealt with such subjects as withdrawals, debt 
deferment, reports as to financial assistance needed by savings and loan associ- 
ations, provision for procurement of operating funds for our Federal home- 
loan banks. 

The Board participated in the national damage-assessment program, receiving 
specific damage-assessment information relating to the savings and loan busi- 
ness. This program will be enlarged in future alerts so that additional damage- 
assessment information throughout the United States will be available. 

Certain fundamental questions relating to the economic stabilization of the 
Nation need to be resolved. This will have direct effect on the Board’s fu- 
ture planning. The Board, in conjuncttion with the Treasury Department, 
Federal Reserve Board, Office of Defense Mobilization, and others, is partici- 
pating in a seminar on emergency preparedness to develop preattack planning 
for postattack financial and economic rehabilitation. 

Very truly yours, 

Harry W. CAutsen, Secretary. 


HOUSING AND HOME FINANCE AGENCY 


Hovusine AND HoME FINANCE AGENCY, 
OFFICE OF THE ADMINISTRATOR, 
Washington, D. C., September 19, 1957. 
Hon. A. WILLIS ROBERTSON, 
Chairman, Joint Committee on Defense Production, 
Washington, D. C. 
(Attention: Mr. Harold J. Warren, clerk and counsel.) 
DEAR Mr. CHAIRMAN: This letter is in response to your request of August 8, 
for a brief summary of the operations during the past year of the Housing and 
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Home Finance Agency under the Defense Production Act. We assume that, as in 
former years, the joint committee desires the Agency’s report to include all 
major defense-mobilization and civil-defense activities carried on by the Housing 
and Home Finance Agency. 

The Housing and Home Finance Agency’s authority in these areas stems from 
Defense Mobilization Order I—14 issued by the Office of Defense Mobilization on 
November 26, 1954, and responsibilities assigned to the Agency by the Federal 
Civil Defense Administrator under FCDA delegation No. 2 of September 8, 
1954. These latter responsibilities were clarified in a memorandum of under- 
standing between FCDA and HHFA signed on January 23, 1957. 

The major activities of the Agency during the past year have been directed 
toward the following broad program objectives : 

1. To identify the immediate emergency role of the Federal Government 
in providing emergency shelter and related community facilities during that 
period which would follow a nuclear attack against the major population 
centers of the Nation. Subordinate but basic to the accomplishment of 
this objective is the development of plans under which the Agency would 
provide leadership and guidance to the States and cities in preparing their 
standby operational plans so that, if any attack should occur, emergency 
housing and related community-facility resources would be available in 
reception or support areas to provide temporary lodging for the evacuated 
population of target cities. 

2. To define in detail the wartime mission of the Agency for the recovery 
period. Here the emphasis is on the development of programs to provide 
necessary housing and community facilities in support of the essential 
needs of the civilian population, military operations, and the demands of 
war industry. 

3. To assure administrative readiness of the Agency in the event of 
mobilization by developing detailed plans for (a) undertaking essential 
wartime programs; (b) curtailing or terminating programs without wartime 
significance; (¢) staffing essential functions under appropriate organiza- 
tional realinements; (d) relocating Agency personnel and records to non- 
target areas to assure continuity of essential functions; and (e€) maintain- 
ing executive direction. 

The principal activities during the past year in moving toward these objectives 
are briefly summarized below : 

(a) The Defense Planning Branch, within the Division of Plans and 
Programs of the Office of the Administrator, the HHFA Defense Council, 
composed of the defense-planning coordinators of all constituent units and 
agencies, and the defense-planning committees of each constituent unit 
and agency have continued to supervise and coordinate HHFA defense 
activities. Regional defense-planning committees, operative in each of 
HHEF <A’s six regions, provide the mechanism for the performance of regional 
defense-planning activities. The HHFA regional administrators, as chair- 
men of these latter committees, represent the Agency on ODM’s regional 
mobilization committees and FCDA’s regional civil-defense operations boards 
and participate in ODM and FCDA test exercises in the field. 

(b) Key personnel within the Agency have been identified and designated. 
Progress has been made in relocation planning for central and field offices. 
Emphasis has been placed on physical and security requirements, identifica- 
tion and storage of essential records, sélection and training of communica- 
tions and administrative personnel, and development of appropriate ad- 
ministrative procedures. 

(c) A memorandum of understanding was effected with FCDA. This 
memorandum, a copy of which is enclosed, clarifies the assignments dele- 
gated to HHFA under its FCDA Delegation No. 2. Responsibility for point 
2 of the memorandum was delegated to the Federal Housing Administration, 
and responsibility for point 4 was delegated to the Public Housing Ad- 
ministration. Regional offices were instructed to recruit personnel for the 
purpose of implementing point 3 of the memorandum. Work programs to 
carry out these FCDA assignments were developed, but, due to congres- 
sional action which denied funds for FCDA’s delegate-agency program, 
these work programs were not implemented. At the present time, no funds 
are available for carrying out this program and such activity within the 
Agency has been halted. 

(qd) HHFA participated in FCDA’s regional conferences, which were held 
in each of FCDA’s seven regions during March and April of this year. The 
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subject of this year’s conference was State-Federal Organization for Civil 
Defense. The Director of HHFA’s Defense Planning Branch discussed this 
Agency’s role at each of the conferences. State and local civil-defense offi- 
cials and field personnel of Federal agencies attended the conferences. 

(e) Representatives from PHA and FHA participated in FCDA’s test ex- 
ercise, Operation Sentinel, in March. Other participants in this exercise 
included State and local civil-defense organizations, military and civilian 
components of the Federal Government, and private organizations such as 
the Red Cross. The exercise was held at FCDA’s central office in Battle 
Creek. 

(f) The Agency has participated in FCDA’s delegate-agency welfare pro- 
gram, which is designed to coordinate the civil-defense welfare activities of 
HEW, Labor, Justice, Post Office, Agriculture, and HHFA. As a result of 
several meetings of this group, a working paper defining HHF4A’s survival 
mission was drafted and tested during Operation Alert, 1957. 

(g) The Agency is represented on the Civil Defense Coordinating Board, 
which was established by the President under Executive Order 10611, and 
on the Civil Defense Coordinators’ Committee. 

(h) The Agency has participated in various ODM mobilization test exer- 
cises. These included Operation Alert, 1957, the 1957 plan C readiness 
exercise, and the quarterly problem exercise tests. 

(i) HHFA was represented on many ODM committees and working 
groups, such as the Mobilization Plans Group, the Interagency Planning 
Group, the Manpower Policy Committee, and the Program Development 
Section. Consequently, the Agency has been able to relate its own plan- 
ning in the housing and community facilities area to governmentwide 
assumptions and to the plans that are being developed in such other areas 
as production, materials, manpower, stabilization, and the like. 

(j) Emergency plans for varying mobilization conditions have been re- 
viewed and revised, assignments have been made and problems identified. 
In addition, an emergency organizational structure has been developed and 
tested during Operation Alert, 1957. 

HHFA has now reached the point in its defense planning where its activities, 
assignments, and responsibilities have been identified and clarified. However, 
funds are needed to implement these assignments. Congress disapproved this 
Agency’s budget request for funds to carry out its ODM assignments for fiscal 
year 1958. Similarly, Congress did not appropriate funds for FCDA to carry 
on its delegate agency program for fiscal 1958 with the result that HHFA 
received no funds for its FCDA responsibilities. 

During the fiscal year 1958, HHF‘A expects to continue to reappraise and im- 
prove its emergency mobilization plans. It is not expected that any significant 
progress will be made in the implementation of such plans until funds are pro- 
vided for this purpose. 

If there is any further information desired by the Joint Committee concerning 
the defense planning activities of the Housing and Home Finance Agency, please 
do not hesitate to call upon us. 

Sincerely yours, 


WARREN MASON, Acting Administrator. 
Enclosure. 


MEMORANDUM OF UNDERSTANDING BETWEEN THE FEDERAL CIVIL DEFENSE ADMIN- 
STRATION AND THE HOUSING AND HOME FINANCE AGENCY 


On September 8, 1954, the following delegations were made to Housing and 
Home Finance Administrator with the approval of the President: 

1. Conduct research and provide technical guidance to the States concern- 
ing protective standards for new housing construction and temporary shelter 
in existing housing facilities, 

2. Plan a national program, provide technical guidg ace to the States, and 
direct Federal activities concerned with the provision of temporary emer- 
gency housing in support of areas subjected to enemy attack. 

3. Plan a national program, develop technical guidance for States, and 
direct Federal activities concerned with the emergency restoration of essen- 
tial housing and those related community facilities damage by enemy 
action for which the agency normally has legal responsibility. 

As a result of joint staff meetings, certain program agreements were reached. 
The substance of these agreements is summarized as follows: 
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1. It was agreed that HHFA should not carry out basic research on home 
shelter design and protective construction standards, These are the responsi- 
bilities of the FCDA technical staff. In the field of home shelters and pro- 
tective construction standards, HHFA’s role would consist of lending support 
to FCDA’s promotion of the widespread utilization of home shelters and pro- 
tective construction. An affirmative role for HHFA in this area is entirely 
contingent on the enactment of amendments to the National Housing Act 
authorizing FHA to reflect in its appraisals the full cost of approved shelters 
and protective construction. If such amendments were passed it would be 
necessary to develop a practical method for incorporating FCDA-established 
shelter standards with FHA’s underwriting procedures and property 
standards. 

2. It was agreed that HHFA would be responsible for planning a national 
civil defense lodging program under which: (a) Policies, procedures, and 
standards would be developed governing the organization, legal authority, 
staffing, financing, and operation of local emergency housing service within 
the framework of the local welfare program; and (0b) Federal leadership 
and guidance would be provided the States in establishing such a service on 
a standby-alert basis. Created under FCDA, State and local civil-defense 
auspices, these services would perform such functions as the following during 
a civil-defense emergency: (a) Determine the suitability and capacity of non- 
residential structures to serve as lodging accommodations; (b) determine 
the feasibility of using damaged housing as an emergency lodging resource ; 
(c) arrange for the referral or billeting of displaced persons; (d) develop 
plans for the payment of compensation to owners of property furnishing 
emergency lodging; (e) act as local claimants for trailers, demountable 
housing, tents, building materials, equipment, etc., needed to meet unfilled 
critical needs; and (f) maintain registers of vacancies in residential 
properties. 

As a part of its development of a national civil defense lodging program, 
the HHFA would formulate techniques and procedures to assist the States 
and localities in making reliable estimates, for planning and operational 
purposes, of the probable emergency lodging and related community facil- 
ities capabilities of support areas. 

3. It was agreed that an appropriate and important role for HHFA under 
the delegation would be to provide through its six regional offices continuing 
staff assistance to FCDA regional administrators on those aspects of civil- 
defense planning pertaining to the emergency housing problem. HHFA 
regional personnel—working closely with FCDA regional staffs—would, 
among other activities, furnish technical guidance to State and local civil 
defense organizations in (a) assessing the absorptive capacity of support 
areas to house the estimated surviving population of target cities; (b) 
developing local and State plans for the appropriate utilization, management, 
and control of existing residential and other structures suitable for emer- 
gency lodging purposes ; and (c) assist State and local civil defense organiza- 
tions in recruitment of local service teams. 

In all of this work HHFA regional personnel would interpret and apply 
Federal policies, standards, and criteria as developed jointly by HHFA and 
FCDA as a part of the national emergency lodging program. 

4. It was agreed that HHFA would be responsible for developing and 
carrying out a program to provide post-attack, emergency housing to com- 
munities where remaining undamaged facilities proved inadequate to house 
attack survivors. HHF<A’s responsibility would also include a program for 
the emergency repair and restoration of those community facilities for which 
it normally has responsibility. Post-attack emergency housing might be 
provided through tents, temporary barracks, trailers, demountable housing, 
repair of damaged structures, and emergency conversion of nonresidential 
structures. 

In this program HHFA would be responsible for developing under FCDA 
policy the most appropriate and feasible methods for providing emergency 
housing and community facilities—including plans and specifications for 
prototype structures and improvised basic community facilities—and for 
developing and carrying out procedures for the procurement, transportation, 
construction, and financing of such facilities. In this connection, planning 
must be done for the necessary stockpiling of emergency housing and com- 
munity facilities components, in relation to FCDA responsibility. 
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HHEA will also be responsible for providing FCDA with estimates of the 
emergency housing and community facilities needed to carry out an effective 
preparedness program in these areas. 

It is clear that point one above would not require the expenditure of any 
funds under the delegation program, it being the joint conclusion of our two 
agencies that it would not be feasible at this time for HHFA to initiate a program 
of research and technical guidance under the first paragraph of the delegation. 

The other three points describe activities stemming from the responsibilities 
assigned to HHFA in the second and third paragraphs of the delegation. Unlike 
point one, they represent in total a substantial and affirmative work program, 
the performance of which will require the obligation of approximately $150,000 
out of the $350,000 already apportioned to HHFA for the current year, and 
would likewise require the provision of appropriated funds for fiscal year 1958. 

Signed: January 18, 1957. 

Lewis FE. Berry, 
Deputy Administrator, 
Federal Civil Defense Administration. 
Signed: January 23, 1957. 
M. CARTER MCFARLAND, 
Acting Assistant Administrator, 
Housing and Home Finance Agency. 


ATOMIC ENERGY COMMISSION 


ATOMIC ENERGY COMMISSION, 
Washington, D. C., September 20, 1957. 
Hon. A. WILLIS ROBERTSON, 
Chairman, Joint Committee on Defense Production, 
United States Senate, Washington, D. C. 
Attention: Mr. Harold J. Warren 

DEAR SENATOR RosperTsON: This is in reply to your letter of August 8, 1957, 
addressed to the Chairman, Atomic Energy Commission, requesting, for inclusion 
in the Seventh Annual Report of the Joint Committee on Defense Production to 
the Congress, a brief summary of operations of the AEC under the Defense 
Production Act for the past year. 


PRIORITIES AND ALLOCATIONS 


The Business and Defense Services Administration (formerly NPA) Delegation 
2, as amended, July 27, 1951, delegated priorities and allocations authority to 
the Atomic Energy Commission. The delegation authorized the AEC to redele- 
gate and: To apply ratings and allotment numbers, as appropriate, on orders 
for delivery of products and materials needed for the accomplishment of ap- 
proved programs; to assign to others (contractors) the right to use ratings and 
allotment numbers on purchases for the account of the AEC; and to provide prior- 
ities and allocations assistance to other AEC contractors, except suppliers of 
electric power services, for use in connection with certain procurement for their 
own account. 

The rules and regulations issued by BDSA require identification of all purchase 
orders for materials needed to meet AEC contracts and subcontracts. This 
requirement is mandatory and not optional. Accordingly, DO rated orders or 
authorized controlled materials orders, as appropriate, are used for all procure- 
ment by or for the account of the AEC of products and materials that are subject 
to the provisions of the priorities and allocations system. 

The priorities and allocations system is administered within the AEC in 
accordance with AEC priorities and allocations series bulletins 2nd supplements 
issued to all offices and divisions, headquarters, and to managers of operations. 
These bulletins establish basic AEC policies and procedures and implement 
BDSA policies and procedures. 

The AEC contractors develop estimates of controlled materials which are re- 
viewed for reality and time-phasing by the Operations Offices prior to submittal 
to headquarters. Headquarters coordinates the program and presents the AEC 
requests for allotments to the Office of Defense Mobilization (ODM). Upon re- 
ceipt of the allotments from ODM, distribution is made to Operations Offices and 
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other elements of AEC that are responsible for placing delivery orders for prod- 
ucts and materials for AEC programs. 

Allotment accounts are maintained throughout the AEC to assure that al- 
lotment usage does not exceed the allotments received. 

Under DMS, the AEC is the claimant agency before the ODM for alltoments 
of controlled materials for its own programs. By designation from ODM and 
BDSA, AEC is also the claimant agency for the Canadian atomic energy pro- 
gram and certain electric power programs for which the BDSA and Department 
of Interior, respectively, are the allotting agencies. 

The priorities and allocations system has been extremely helpful in providing 
preferential treatment to AEC orders for materials and products. However, 
occasions do arise when the AEC or its contractors experience difficulties in 
placing orders or in obtaining required deliveries on schedule. In such cases, if 
AEC efforts to resolve the problems involved are unsuccessful, special assistance 
is requested from BDSA. In rendering this assistance BDSA may issue a DX 
rating or directive on the supplier. 


MOBILIZATION READINESS ACTIVITIES 


AEC continued full cooperation with the Office of Defense Mobilization in im- 
plementing mobilization readiness plants. The agency’s plans to assure continu- 
ity of functions and responsibilities following the declaration of a state of national 
emergency by the President or a disaster from enemy attack on the United 
States were coordinated and evaluated. Machine tools were reported and with- 
drawn from the defense mobilization production equipment inventory (DMPEI) ; 
many alternate suppliers were added to the mobilization base; agreement was 
reached with ODM on the essential wartime functions of the AEC; and major 
emphasis was continued on complete particiaption in all operation alerts. 

Data were funrished to the National Damage Assessment Center on certain 
AEC installations and key suppliers for an intial test of the program. 


ASSISTANCE TO SMALL BUSINESS 
Authority 

The AEC small-business program has been organized in order to make avail- 
able the potential opportunities for small business which flow from the overall 
programs of the Atomic Energy Commission. These programs involve, to a large 
extent, the construction and operation of a chemical and metallurgical type in- 
dustry which embraces numerous plants, laboratories, and other facilities. AEC 
does not operate these facilities directly, and as a result the majority of its 
prime contract dollars go to the private concerns which are under contract to 
AEC for purposes of plant construction and operation. The greatest volume of 
opportunities for small-business concerns tends to emerge at the subcontract level. 
The AEC small-business program has been developed pursuant to the authority of 
the Small Business Act of 1953, as amended, and the Defense Production Act of 
1950, as amended. 


Summaries of activities 


AEC small-business policies and program requirements are an integral part of 
the overall AEC policy issuances on procurement and contract matters. These 
pol’ ies specifically provide that “a fair proportion of the total purchases and 
contracts for supplies and services shall be procured from small-business con- 
cerns.” In order to give this broad policy added meaning at the operating level, 
further policies which are more specific in nature have been generated and re- 
volve around the basic principles of a maximum practicable opportunity for 
small-business participation. These specific policies also provide that the respec- 
tive AEC operations offices shall maintain suitable small-business programs, and 
in a similar manner AEC cost-type operators are required to maintain suitable 
small-business programs. Cooperation with the Small Business Administration 
in terms of an interagency agreement is a further specific policy and has func- 
tioned effectively over a period of years. 

The enactment of the Atomic Energy Act of 1954 and the attendant AEC 
responsibilities for encouraging industrial participation in the peaceful uses of 
atomic energy seems reasonably to contemplate small-business participation in 
atomic-energy activities outside the areas of direct Government purchasing and 
contracting. In this connection, much research and development work remains 
to be done before a volume of industrial opportunities for small business begins 
to emerge. However, some areas already have begun to show some industrial 
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promise, such as applications of radioactive isotopes and the development and 
production of nuclear reactor components. 

In order to provide small-business concerns with some helpful information re- 
garding the peaceful uses of atomic energy, a paper entitled “Small Business and 
the Industrial Applications of Atomic Energy” was prepared and submitted to 
the Small Business Administration for publication in the SBA series, Technical 
Aids for Small Business Manufacturers. An earlier paper, Radioisotopes and 
Small Business was revised and republished. Other papers will be prepared as 
appropriate. To further assist small business in connection with this matter, 
members of the AKC staff met with the SBA management in Washington and di- 
records of the respective SBA regional offices in order to acquaint them with 
AEC program activities in the fields of reactor development, technical informa- 
tion, and civilian application. Additional activity is anticipated. 

A significant new activity during the past year has been the AEC participation 
in 24, or virtually all of the small-business opportunity meetings which have been 
sponsored throughout the country by the Small Business Administration. Oper- 
ations offices have provided speakers as requested and have arranged for ABC 
contractors to exhibit items which they are purchasing. Copies of the publication, 
Selling to AEC, which discusses the matter of doing business with the AEC, were 
made available to the potential suppliers attending these meetings. A revised 
edition of this publication is now in preparation. 


V-loan program 


During fiscal year 1957 the AEC guaranteed one loan under the Defense Pro- 
duction Act. The maximum credit authorized was $85,000, and the AEC guaran- 
teed 75 percent or $63,750. 


Accelerated tax amortization 


The Office of Defense Mobilization refers to AEC for evaluation and comment 
certain applications for certificates of necessity. During fiscal year 1957 AEC 
commented to ODM on 31 such applications. 

We would be pleased to provide any further information you might wish on 
this matter. 

Sincerely yours, 
Davip F. SHaw, 
Assistant General Manager for Manufacturing. 


SMALL BUSINESS ADMINISTRATION 


SMALL BUSINESS ADMINISTRATION, 
OFFICE OF THE ADMINISTRATOR, 
Washington, D. C., September 20, 1957. 
Hon, A. WILLIS ROBERTSON, 
Chairman, Joint Committee on Defense Production, 
Congress of the United States, Washington, D. C. 

DEAR SENATOR ROBERTSON : In response to your request of August 8, 1957, there 
is enclosed a report of the activities of the Small Business Administration which 
relate directly or indirectly to defense-production programs. 

I am glad to have this opportunity to prepare this report for the committee and 
should be pleased to provide such additional information as you may desire. 

Sincerely, 
WENDELL B. Barnes, Administrator. 

“nclosure. 

I. INTRODUCTORY REMARKS 


The passage of the Small Business Act of 1953 by the 83d Congress gave 
recognition to a growing national awareness that unless the small-business seg- 
ment of the national economy was afforded positive measures for assistance, the 
outlook of small-business men was uncertain. This act, in effect creating the 
Small Business Administration, was the culmination of a decade of attempts by 
business and legislative leadership and Government departments and agencies 
to aid small business. A national program, based on a policy enunciated by 
Congress, was in this act established with the stated objective of preservation 
of free, competitive, small-business enterprise, of insuring that a fair proportion 
of Government purchases of supplies and service would be placed with small 
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business, and that the Government would aid, counsel, and assist and protect, 
insofar as possible, the interests of small business. 

This national legislation, designed to provide the kind of Government service 
that would meet the specific needs of individual small-business concerns, was 
extended to June 30, 1957, by the 84th Congress, 1st session, by the passage of 
Public Law 268. In this extension, the original act was amended in several 
instances. The 85th Congress extended the agency to June 30, 1958, by passing 
Public Law 85-120. This law also contained minor amendments to the original 
act. 

The Small Business Administration is primarily a service organization, pro- 
viding financial, procurement, managerial, and technical assistance to individual 
small businesses requesting such aid. 

In setting forth that the Small Business Administration was established to 
carry out the policy of Congress in order that “* * * the interest of small- 
business enterprises may be recognized, protected, and preserved * * *” it was 
indicated that the Small Business Administration should consult and cooperate 
with other Government departments and agencies. The act, and hearings and 
reports preceding this legislation, clearly indicate that the intent of Congress is 
to make the Small Business Administration the spokesman for small business in 
the establishment of policy and an advocate in the correction of particular prob- 
lems of small business. 

To carry out this policy, Congress provided specifically for certain programs 
wherein the Small Business Administration exercised complete control. In 
other instances, the agency is not given complete jurisdiction but is directed to 
cooperate and consult with other agencies of the Government. 

The Small Business Act of 1953, as amended, gives the Small Business Admin- 
istration, itself, the authority, in addition to making business and disaster loans, 
to (1) determine and cooperatively set aside for award to small firms, all or any 
part of a proposed procurement; (2) provide technical and managerial aids to 
small firms; (3) enter into contracts with Government procurement agencies; 
(4) to make an inventory of all production facilities of small firms; (5) certify 
as to capacity and credit to perform a specific Government procurement contract : 
and (6) certify as to size of business concerns. 

The Small Business Administration is directed to consult and cooperate with 
other agencies and to recommend policies which would be beneficial to small 
firms; to consult and cooperate with officers of the Government having procure- 
ment powers; to encourage the letting of subcontracts by prime contractors; to 
make studies and recommendations to appropriate agencies to insure that a fair 
proportion of total purchases and contracts be placed with small-business enter- 
prises; to consult and cooperate with all Government agencies for the purpose of 
insuring that small-business concerns receive fair and reasonable treatment: and 
to make recommendations concerning the effect of price, credit, and other con- 
trols imposed on small business under war or defense programs. 

By drawing on the technical staff and research facilities of other Government 
departments, the Small Business Administration is placed in the position to 
render an effective job of helping small business without duplication of efforts 
on the part of either the Small Business Administration or other Government 
departments. 

Furthermore, this cooperative undertaking with respect to various Govern- 
ment departments—and particularly with reference to activities of procurement 
and managerial and technical aids—provides tangible evidence that the Small 
Business Administration is directing its program activities to bring about close 
and cooperative working relationships in recognition of the intent of Congress. 





II. PROCUREMENT AND TECHNICAL ASSISTANCE ACTIVITIES 


Exhibit A provides a summary of progress and accomplishments of the Small 
Business Administration. This summary shows the cumulative results of pro- 
grams since the agency started operations in August 1953. A review of fiscal 
year 1957 and fiscal year 1956 is also given. The details relative to programs are 
discussed in a later part of this report. 

In brief, highlights reflected in exhibit A show: 

(a) The number of set-aside actions increased 95 percent for fiscal year 1957 
compared with fiscal year 1956. 

(>) A substantial increase is recorded for contract awards resulting from 
these set-asides, the increase over fiscal year 1956 amounting to 97 percent. 
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(c) Corresponding increases were recorded in the dollar value of set-asides 
and awards. The value of set-asides increased 49 percent and the value of 
awards increased 60 percent. 

(d) The increased emphasis that was directed to developing subcontract 
opportunities is reflected in the almost 40-percent increase in the number of calls 
on prime contractors made during fiscal year 1957, as compared with the previous 
fiscal year. During this same period, 82 percent more subcontract opportunities 
was referred to small firms than in fiscal year 1956. 

(e) The number of firms assisted to bid on specific procurements increased 67 
percent. 

(f) A 22-percent increase is marked for additional sources of supply furnished 
on items for which small-business competition was needed. 

(g) The increasing number of loans and other types of small-business cases 
involving technical production assistance is observed in the 77-percent increase 
in engineering surveys related to these items. 

(h) SBA small-business publications are being requested in increasing num- 
bers as small firms become aware of their availability. The most significant 
increase is with respect to the Technical Aids series . The number distributed 
in this series increased 193 percent, as compared to increases of 55 and 21 percent 
for the Small Marketers Aids and Management Aids series. 

Another pronounced increase was recorded in the sales of the United States 
Government Specifications Directory, an increase of 111 percent, largely due to 
the publicity it received at the small-business opportunity meetings during fiscal 
year 1957. The overall total of SBA publications distributed during fiscal year 
1957 is 1,097,985 copies. From August 1953 through June 1956, a grand total of 
4,222,732 copies was distributed. 

(i) There has been a 102-percent increase in the number of requests handled 
by the agency for products assistance. A total of 1,220 new products was listed 
in the agency’s Products List Circular during fiscal year 1957, and 3,731 requests 
were received by the agency for information and data on the items so listed. 


III. PROCUREMENT ASSISTANCE TO SMALL BUSINESS 


Progress has been made by the agency to strengthen and expand the programs 
of aiding, counseling, and assisting small-business concerns to participate in 
purchases and contracts for supplies and services for the Government. The 
Small Business Administration recognizes fully, however, that the optimum 
results with respect to assistance to small business in achieving a fair proportion 
of Government contracts and in participation in subcontracting opportunities 
still remains to be obtained (exhibit A). 

The most persistent problem continues to be how best to divide the available 
manpower in order to meet all of the many requests arising throughout the coun- 
try for this assistance and to fulfill the various functions required in extending 
procurement assistance to small firms. 


A. Joint set-asides: The joint-determination program 


The SBA cooperative program of set-asides for small business was begun 
August 1953. The increasing tempo of activity and progress in the program is 
reflected in the data on proposed set-asides initiated by SBA, set-asides agreed 
to by procuring officials, and contracts awarded to small business as a result of 
these set-asides (exhibit B). 

Exhibit B provides these data by fiscal year periods, starting with July 1953 
and continuing through June 1957. A compilation of awards under the joint 
set-aside program—by States, cumulative through June 25, 1957, is given in 
exhibit C. 

In the table of exhibit B, during fiscal year 1954, SBA proposed 2,012 set- 
asides for small business covering purchases totaling about $372 million. During 
fiscal year 1957, there were 12,082 set-aside actions initiated, totaling $830 mil- 
lion. The fact that a substantial increase is reflected in the number of set-asides 
initiated, an increase of 505 percent, is indicative that SBA procedures are 
becoming increasingly effective. The dollar volume of the set-asides initiated 
increased 123 percent. 

A comparison of set-asides agreed to indicates a steady increase in the number 
of procurements set aside for small business, ranging from 1,667 in fiscal year 
1954, to 11,851 in fiscal year 1957, an increase of 611 percent. The amount 
restricted to small-business firms also shows an upward trend from $247 million 
in fiscal year 1954 to $744 million in fiscal year 1957, an increase of 201 percent. 


ee 
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The awards from procurements set aside follow the same pattern with 986 cases 
awarded in fiscal year 1954 as compared to 9,389 in fiscal year 1957, an increase 
of 852 percent. The value of these awards likewise increased from $170 million 
in fiscal 1954 to $552 million in fiscal 1957, an increase of 225 percent. 

In using these data for purposes of contrast between selected periods of time, 
it was kept in mind that there is a normal timelag between the initiation of a 
set-aside and award of the contract. Because of this lag, a misleading conclu- 
sion is possible in comparing awards for a selected period with the initiated 
set-asides for that same period. On the other hand, contrasting initiated set- 
asides, set-asides agreed to, and procurement awards between like calendar 
periods, does permit a measure of progress and accomplishment. 

The joint set-aside program is carried out by the Small Business Administra- 
tion in cooperation with those Government agencies which account dollarwise for 
most of the Federal Government’s purchases. Section 214, Public Law 163, as 
amended, empowers the SBA and Government contracting officers to set aside 
proposed procurements for competition among small-business concerns when the 
procurement agencies concur that such action is in the interest of maintaining 
or mobilizing the Nation’s full productive capacity, or is in the interest of war or 
national defense programs. 

This program is directed toward the discharge of their common responsibilities 
that a fair proportion of total purchases and contracts for supplies and services 
of the Government shall be placed with small-business concerns. It provides 
the means to assure small businesses an opportunity to compete with other small 
businesses for procurements which have been exclusively earmarked for small 
firms. The program accomplishes this objective of increasing the number of 
items acceptable for restriction to small-business competition, which, in turn, 
broadens the base by increasing the number of small-business bidders and sup- 
pliers. 

To carry out the program, the Small Business Administration has assigned 
representatives to certain major Government purchasing offices. These repre- 
sentatives review proposed purchases, determine the type of facilities needed 
to produce the items, evaluate the prospects for small-business competition, and 
advise procurement officials of those which they believe should be earmarked for 
competition exclusively among small firms. The entire purchase can be set 
aside for small-business firms by restricted advertising. Or. partial quantities 
of the total proposed requirements can be set aside after the contracting official 
has determined the economical production run that will produce a fair price to 
the Government. Small business then must engage in open competition on the 
unrestricted portion of the purchase to be eligible for consideration for the part 
reserved for small business. 

Coverage of purchasing offices by SBA personnel has been increased to 140 
military and civilian installations. Joint set-aside operations have been carried 
on at these installations by 16 full-time representatives, and 21 who can devote 
but part of their time to the activity due to other pressing assignments, such as 
counseling small firms or aiding them to resolve problems at purchasing offices. 

In order to render the greatest assistance to small-business firms within the 
limitations of available personnel, the agency’s main effort has been directed at 
covering the larger procurement installations. 


B. Effectiveness of the joint set-aside program with the military services 


One measure of the effectiveness of SBA’s joint set-aside program with the 
military services is the dollar amount of military purchases which has been ear- 
marked for exclusive award to small business. Since the beginning of the 
agency on August 1, 1953, through June 30, 1957, 21,071 proceurements totaling 
$1,802,057,527 have been jointly set aside exclusively for small-business firms 
with the military services. When civilian agencies are included with military 
services, the cumulative total of set asides equals 23,471, amounting to $1,857 
million. 

The importance of the joint set-aside program in assisting small-business 
firms to obtain Government business is illustrated by the following statement 
made by the Acting Chief of Naval Material on October 17, 1956: 

“Last fiscal year, the Armed Services Petroleum Purchasing Agency spent 
$840,369,000 for petroleum products ; $175,255,000 or 20.5 percent of these dollars 
was placed with small business. With specific reference to the procurement of 
jet fuel, during the last 6 months procurement period small-business refiners 
received awards totaling 6,856,000 barrels whereas under IF'B 57-5 small-business 
refiners received awards totaling 10,907,000 barrels. This represents an in- 
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crease of 4,100,000 barrels and increased the small business share of the jet 
procurement from 21 percent to 35 percent. I feel that this increased small- 
business participation * * * can be attributed directly to the utilization of 
small-business ‘set-asides’ * * *” 

C. Civilian agency set-aside program 


In the area of Federal civilian agency purchasing, the Small Business Admin- 
istration has expanded the set-aside program to additional civilian agencies. 

Initial results of these new arrangements with civilian agencies have been 
satisfactory and indicate an earnest desire of all agencies to increase small- 
business participation in their procurements. 

During fiscal year 1957, for instance, purchases in the following amounts were 
restricted to small business in cooperation with agencies where the set-aside 
program was begun during the latter part of fiscal year 1956: $20,999,557 with 
the General Services Administration; $7,595,598 with the Veterans’ Admin- 
istration; $2,264,163 with the Department of the Interior; and $856,141 with 
the Department of Agriculture. The purchasing offices of the latter two De- 
partments are so widely decentralized that SBA representatives are able to 
cover only a small number of them. 

An agreement for a joint set-aside program with the Department of Commerce 
was signed on October 11, 1956. This program was implemented the early 
part of November with the central purchasing office of the Department and its 
various bureaus. This program has been most effective as attested by procure- 
ments amounting to $15,252,172 being set aside for small business during its 
first 9 months of operation. 

The Post Office Department and the Small Business Administration signed an 
agreement on December 20, 1956, to jointly set aside suitable procurements for 
award to small firms. The latest arrangement with the Post Office Depart- 
ment is to assist in developing small-busines suppliers for motor vehicles in 
conformance with the recent policy of mechanizing the postal service. 

A joint set-aside program for small business has not been established with 
the Atomic Energy Commission because AEC purchases suitable for small 
business are made by their prime contractors. However, the AEC and SBA 


have a program to assist small-business subcontractors which will be discussed 
later. 


D. Certificates of competency 


The certificate of competency program carried on by the Small Business Ad- 
ministration makes available to small firms an appeal procedure from decisions 
by military or civilian contracting officers. If a small company is low bidder or 
within negotiation range, but is being rejected because of question of credit or 
sapacity, the company may apply to the SBA for a certificate. 

SBA field office personnel make detailed plant inspections and financial 
studies of firms applying for certificates of competency. If the agency finds 
that the bidder actually is qualified to perform the contract, it issues a certificate 
of competency attesting to this finding. The certificate must be accepted as con- 
clusive by the procurement officer as far as technical and financial requirements 
of the contract are concerned. When a certificate of competency is issued by 
the SBA, the small firm is awarded the contract and the firm’s progress under 
that contract is watched closely by the SBA field office staff in order to assist 
the contractor in meeting his contractual obligations. 

The Small Business Administration, from August 1, 1953, through June 25, 
1957, has received 677 applications for certificates of competency with a total 
value of $123 million (exhibit A). As of June 25, 1957, certificates of com- 
petency were issued to 317 firms, covering contracts having an estimated value 
of $38 million. Additional details relative to these certificates of competency 
actions are given in exhibit E. 

For fiscal year 1957, a total of 238 appilcations was received having a total 
value of $39 million, of which 104 certificates were issued with an estimated 
value of almost $10.6 million. 


EF. Assistance to surplus labor areas 


Small Business Administration assistance to surplus labor areas as extended 
to small businesses by helping individual firms in the areas. The SBA’s assist- 
ance to the individual small firms can take three forms: help in obtaining prime 
contracts and subcontracts, technical production information, and financial 
assistance. Requests for assistance which are concerned chiefly with area 
development problems, such as locating new industries for communities, are 
referred to the Department of Commerce, Office of Area Development. 
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The usual procedure is for the agency representatives to be invited by com- 
munity leaders and groups of small-business executives to discuss means for in- 
creasing employment, which might result from the SBA’s programs of pro- 
curement assistance, technical production assistance, new products, managerial, 
and financial assistance. The SBA’s programs of assistance are outlined both 
in group meetings, and in consultation with individual small concerns as a fol- 
lowup on the larger meeting. At these meetings, agency staff members explore 
with the firms, possible ways to expand or diversify their production so as to 
absorb the area’s surplus labor. 


F’. Assistance to underdeveloped areas 

In order to assist in raising income of rural, underdeveloped areas, the SBA 
is represented on the Department of Agriculture Inter-Agency Committee for 
Rural Development Program. SBA specialists actively cooperate in area meet- 
ings and with county committees and offer the agency’s facilities for improv- 
ing business conditions in the areas. 


G. Procurement assistance counseling 

In its counseling program, the Small Business Administration helps small 
firms determine which items or services they can supply to the Government, 
and assists them in being included on the appropriate bidders lists. In addi- 
tion, the agency assists small-business concerns in obtaining bid sets for any 
purchase which is suitable for them to supply. 

One aim of the SBA’s counseling program is to make available to small firms 
the fullest possible information concerning Government purchasing. Toward 
this end, the agency has published the United States Government Purchasing 
Directory, United States Government Specifications Directory, and Pointers on 
Government Contracting. ‘These publications provide detailed information on 
who buys what and where in the Federal Government, where contract speci- 
fications may be seen, and how to go about obtaining prime contracts and sub- 
contracts. 

Many agency field offices also obtain bid sets from purchasing offices in their 
areas and display them for informational purposes. The offices inform in- 
terested firms as to how the bid sets and specifications and drawings relating to 
them may be obtained, or where they are available for inspection. In this con- 
nection, each agency field office maintains a set of Government packing and 
packaging specifications especially selected to fill the needs of small firms. These 
sets are available to small-business owners for reference use. 

Export trade opportunities are made available to small firms through a mutual 
arrangement whereby the International Cooperation Administration provides 
SBA field offices with ICA small-business circulars which contain advance pro- 
curement information on export trade opportunities for American small busi- 
nesses under the various programs financed by International Cooperation Admin- 
istration. Using this information, SBA field offices furnish interested small 
manufacturers, suppliers, and exporters with descriptions of items, quantities, 
specifications, shipping instructions, and names and addresses of purchasing 
offices. 

One of the more important means of assisting small firms is that of helping 
them solve problems regarding bids, specifications, claims, bonding requirements, 
payments, and misunderstandings between them and procuring officials. 

During fiscal year 1957, SBA field offices reported 30,389 cases of general pro- 
curement counseling and representation in behalf of small firms at purchasing 
offices, as compared to 23,132 for the previous fiscal year. In addition, the 
Agency recommended 10,029 firms to contracting officers for the opportunity to 
bid on specific purchases during fiscal year 1957. 


H. Broadening the area of participation by small business in subcontracting 


Firms which come to the Small Business Administration for subcontract as- 
sistance are asked to register their facilities with the appropriate field office so 
that the agency’s production engineers can evaluate the type and volume of work 
they are capable of handling. Armed with this knowledge, agency representa- 
tives contact prime contractors to develop subcontract work for the small firms. 

During this visit the firm is advised how to “sell its services” to prime con- 
tractors as well as how to find firms needing components which it can produce. 
In addition, it is provided information on major prime contractors in its area, 
the Atomic Energy Commission’s cost-type contractors, and prime contractors 
for the Army Corps of Engineers and Navy district public works offices when 
feasible. 
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Under the Department of Defense small business subcontracting program now 
in operation, military contracting officers urge major prime contractors to sub- 
contract as much work as practicable to small firms. Contractors which have 
agreed to participate in this program are visited by SBA representatives to 
develop the maximum amount of subcontract work for small firms registered 
with the agency. 

During fiscal year 1957, Small Business Administration representatives made 
4,741 calls on prime contractors to develop subcontract opportunities and made 
6,384 referrals of opportunities to small firms. In addition, many other prime 
and subcontractors were brought together at the Small Business Administration 
smallbusiness opportunity meetings. 

The Atomic Energy Commission and the Small Business Administration also 
have a cooperative subcontracting program to assist small firms. The Atomic 
Energy Commission’s cost-type contractors notify Small Business Administration 
field offices of opportunities to subcontract or to sell to them, and the field offices, 
in turn, bring these to the attention of small firms which can supply the com- 
ponent or product needed. 


I. Guiding small firms to areas where competition is needed 


An important service to small concerns is that of bringing to their attention 
various items for which adequate smallbusiness competition is lacking. To 
accomplish this, Small Business Administration representatives at purchasing 
offices notify the agency’s field offices of items for which small business compe- 
tition is needed. The field offices, in turn, bring these items to the attention 
of firms which they believe can supply them. 

The agency’s field offices also arrange with local purchasing offices of Fed- 
eral agencies (offices not covered by Small Business Administration representa- 
tives) to furnish them the names of potential smallbusiness suppliers of items 
for which additional competition is needed. 

During fiscal year 1957, the names of 8,885 small firms were furnished pro- 
curement offices in need of additional suppliers. 


J. Qualified products lists 


The Government buys most items on the basis of standard specifications which 
describe minimum quality or grade, size, and weight, and other characteristics. 
Certain items purchased by the Government, however, must pass special qualifi- 
cation tests before the procurement is completed. Items which pass the tests are 
listed in one of the qualified products lists which are used in Government pur- 
chasing. 

To increase the participation by small business in procurements of qualified 
products by Government agencies, the Small Business Administration issued 
Management Aid No. 42, Getting Your Product on a Qualified Products List. 
This aid is available through all Small Business Administration field offices and 
explains the reasons for qualified products lists and the procedures by which 
manufacturers can qualify their products. 

Small firms interested in selling to the Government a product which must be 
qualified before a contract can be entered into with the Government, should 
start early on the qualification procedure. The tests are too complex to be ac- 
complished between issue of invitations for bids and making of awards. 

All Small Business Administration field offices have been supplied up to date 
information to pass on to small firms needing assistance. In each field office 
library are the following: 

Index of Federal Specifications and Standards issued by General Services 
Administration’s Federal Supply Service, which includes a list of Federal 
Qualified Products. 

Index to Qualified Products Lists issued by the Department of the Navy 
(NavSandA Publication 71). It includes the Department of Defense quali- 
fied products which are not listed in the references above. 


K. United States Government Purchasing Directory 


Of special importance to small-business concerns is the publication of a revised 
and expanded edition of the United States Government Purchasing Directory. 
This volume is a complete revision of the One first published by the Small Busi- 
ness Administration in March 1954. The directory is revised from time to time 
in order to keep it current with procurement information. Copies are available 
to small firms from the Superintendent of Documents for 50 cents per copy. 

The Purchasing Directory tells who buys what and where in the Federal 
Government by a listing of the items and classes of items purchased by the 
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military and civilian agencies of the Government, plus a complementary listing 
of the offices which do the buying. The directory also provides small firms with 
varied information on selling to the Governument and obtaining subcontracts. 
It is especially useful to small firms in learning which offices buy items they 
can furnish, so they may seek placement on the proper bidders lists. In the past, 
it was difficult for a small firm to obtain much of this information, which, while 
accessible, was not available in an organized directory. It is the policy of the 
Small Business Administration to make information on Government procure- 
ment easily available directly to potential bidders, and to disseminate such in- 
formation as widely as possible. The Purchasing Directory has proven helpful 
in this respect. 

Copies of the Purchasing Directory are available to all Small Business Admin- 
istration field offices, military small-business specialists, and contracting officials 
of the Federal civilian agencies for their use in counseling small-business firms. 


L, Specifications assistance: United States Specifications Directory 


A continuing problem of small concerns is difficulty in obtaining or review- 
ing copies of Federal and military specifications needed in bidding on Govern- 
ment purchases. The Small Business Administration maintains at its Washing- 
ton and field offices a 4-volume reference set of the packaging and packing 
specifications most often required by small concerns in selling their products 
and services to the Government. These packaging specifications are periodically 
reviewed by the agency to eliminate canceled or superseded items, and to insure 
the inclusion of new or revised specifications and amendments. 

As an additional convenience to small concerns, Small Business Administra- 
tion field offices maintain files of Government specifications compiled from pre- 
vious bid sets, and make these limited stocks available to small firms in need 
of them. 

The Small Business Administration also makes available to small firms the 
United States Government Specifications Directory, a guide to more than 500 
places throughout the country where small-business owners may locate quickly 
Government specifications and indexes needed to prepare bids on Government 
purchases. The directory discusses the purchasing specifications used by the 
Government; tells how businessmen may obtain copies of specifications and 
specifications indexes for continuing use; and provides pointers on using them. 

In the period July 1, 1955, through June 30, 1957, the Small Business Admin- 
istration received from the General Services Administration 292 proposed new 
or interim Federal specifications. These were reviewed by the agency to de- 
termine whether their provisions would be restrictive to small concerns. The 
agency’s analyses have resulted in a number of recommendations to the General 
Services Administration for deletion of possible restrictive or discriminatory 
provisions. 

The Small Business Administration also seeks revisions of existing specifica- 
tions to make it possible for small manufacturers to have their products con- 
sidered in Government purchasing. Toward this end, negotiations have been 
held during the past fiscal year with the Quartermaster Corps, Air Force, Navy, 
Marine Corps, Veterans’ Administration, Department of Justice, Coast Guard, 
Post Office Department, National Bureau of Standards, and General Services 
Administration. 


M. Inventory of small-plant facilities 

The Small Business facilities inventory is a nationwide plan for registering 
the productive facilities of small companies. Data on their industrial potential 
is supplied by small firms on a voluntary basis. 

The registration of small concerns is conducted according to a decentralized 
plan, with the agency’s field offices responsible for maintaining the inventory. 
The field offices work directly with small firms which ask to be placed on the 
inventory list. The companies are furnished a questionnaire on which they 
enter information pertaining to their machinery and equipment, capacity, num- 
ber of employees, type of products, and other essential manufacturing data. 
The data are then analyzed by the Small Business Administration field staff 
to determine the nature of the facility and its proper coding in the Standard 
Industrial Classification. Uses of the facilities inventory include (1) assistance 
to the registered plants in obtaining prime and subcontracts, (2) furnishing 
of additional bidders to Government agencies, (3) locating specialized or scarce 
machine tools and equipment, and (4) mobilization planning, to have in readi- 
ness reliable operating data on small firms and an inventory which can be ex- 
panded rapidly if defense conditions warrant. 
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As of June 1957, there were 35,717 small companies registered with the agency. 
Most of these were manufacturing plants. Listings of distributive and service 
firms are increasing, in recognition of the Small Business Administration’s 
broader responsibility to all small business. 


N. Business opportunity meetings—A 1956 highlight 


During the fiscal year 1957, the Small Business Administration, other Federal 
agencies, and local business groups, cosponsored 24 business opportunity meet- 
ings for the benefit of small-business owners and managers. It is estimated 
that more than 27,000 businessmen attended these meetings and learned of the 
Government’s buying methods, prime contract and subcontract opportunities, 
and helpful Government services. 

Information on selling to the Government was provided by means of talks by 
top Government purchasing officials, visual displays, sample bid sets, and ex- 
hibits of actual articles purchased by the Government. 

Each opportunity meeting also featured displays by large prime contractors 
of items for which they welcomed subcontractors. Purchasing agents were on 
hand at the displays to discuss their requirements with small firms and to list 
the firms on their bidders lists for subcontract work, and direct purchases. 
Prime contractors were pleased at their success in finding potential subcon- 
tractors or suppliers through these meetings and small firms, in turn, were 
pleased to have new sales opportunities revealed to them. 

Although selling to the Government and subcontract opportunities were high- 
lighted at the meetings, other Government programs for assisting small firms 
also were stressed. For example, the Small Business Administration’s pro- 
grams of financial, production, management, and products assistance were ex- 
plained at each conference, as well as programs of other agencies. 

These meetings were held in the following cities: Indianapolis, Ind.; San 
Antonio, Tex.; Portland, Oreg.; Oakland, Calif.; Charlotte, N. C.; Denver, Colo. ; 
Hutchinson, Kans.; Atlanta, Ga.; Boston, Mass.; New Orleans, La.; Seattle, 
Wash.; Trenton, N. J.; Syracuse, N. Y.; Omaha, Nebr.; Little Rock, Ark.; 
Philadelphia, Pa.; Waterbury, Conn.; Los Angeles, Calif.; Kansas City, Kans.; 
Cleveland, Ohio; Joplin, Mo.; Charleston, W. Va.; Pittsburgh, Pa.; and Houston, 
Tex. 

The popularity of this type of assistance is attested by hundreds of letters 
from businessmen who felt that the meetings were of great value to them, their 
communities, and the Government. The conferences in large metropolitan areas 
and the smaller regional meetings were both very successful. 

Many proprietors of small firms who could not attend the opportunity meet- 
ings learned by word-of-mouth or through the local publicity given to the meet- 
ings that the Small Business Administration and other agencies which partici- 
pated in the meetings have programs to assist them. SBA field offices continue 
to receive requests from many firms which learned of the services available to 
them as the result of publicity given the opportunity meetings. 

O. Bringing Government purchases to the attention of small firms 

When a small concern requests the agency’s assistance in obtaining Govern- 
ment business, it is asked to register its facilities with the appropriate field 
office. That office then notifies the firm of opportunities to bid on purchases for 
which its facilities are suited, at the same time urging it to get on the bidders 
lists so that it will then receive notices of the next opportunities direct from the 
purchasing offices. Since SBA field offices receive bid sets from many procure- 
ment installations, this program enables small firms to learn of countless bidding 
opportunities of which they otherwise would be unaware. 

During fiscal year 1957, the agency’s field offices made 53,857 referrals of 
prime-contract opportunities to small-business concerns. 


P. Examples of procurement assistance 
Typical examples of procurement assistance are given in exhibit G. 


IV. OTHER PRODUCTION, PRODUCTS, AND MANAGERIAL ASSISTANCE ACTIVITIES 


The following discussion pertains to additional facets of the SBA procure- 
ment and technical-assistance program. All are directed toward helping small 
firms to overcome the problems of keeping abreast of production and marketing 
techniques. Coupled with procurement assistance, these activities provide to 
individual small concerns a means whereby they can (1) gain access to produc- 
tion, research and, development information, (2) obtain current technical data 
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on new or improved products and marketing, and (8) improve their manage- 
ment practices. 


A. Materials and equipment assistance 


The SBA continues to give attention to the effect on small business of short- 
ages of certain materials and equipment. As part of its activities, the agency 
prepared a report to the Joint Committee on Defense Production discussing the 
status of small firms which earlier had complained to the agency of difficulty 
in obtaining an adequate supply of nickel. The report included data showing 
each company’s purchases of market-price nickel, premium-price nickel, and 
gray-market nickel. A copy of the report also was furnished the Department 
of Commerce for its analysis and use in the preparation of a study on the 
nickel situation. 

In addition, the SBA implemented its assignment under Defense Mobilization 
Order 1-24 by developing, in cooperation with the Department of Commerce, 
a procedure for referring to that Department cases where small firms are ex- 
periencing hardship obtaining materials and equipment. The Department has 
agreed (1) to recommend to the SBA alternate sources of supply for those 
small firms which are dealing entirely with civilian work, and (2) to issue 
priorities or directives to those small firms engaged in defense production to 
insure completion of their defense orders on time. 

The SBA assists small firms in locating machine tools or other equipment 
necessary for production of defense or civilian contracts, when problems arise 
which make it difficult for the small firm to obtain new equipment in time 
to meet contract schedule needs or when the small firm has difficulty in locating 
satisfactory used equipment to meet its needs. Availability of Government- 
owned machine tools is explored, as well as a survey being made of the com- 
mercial market. 

As a regular part of its work, the agency reviews each Department of De- 
fense request to the Office of Defense Mobilization for approval to lease Gov- 
ernment-owned machine tools for nondefense purposes. When it appears that a 
proposed leasing of tools might adversely affect the competitive position of 
small firms, the agency makes appropriate recommendations to the Office of 
Defense Mobilization. Small Business Administration representatives also 
participate in the Interagency Task Group on Uniform Leasing, which developed 
a uniform leasing schedule for use by all Government activities in leasing 
Government-owned tools to private industry. 

The agency acts as spokesman for small business before other Government 
agencies Which are considering the adoption of materials and equipment poli- 
cies or programs affecting small business. During fiscal year 1957, SBA rep- 
resentatives have taken part in numerous meetings and conferences with repre- 
sentatives of other agencies relating to steel products, machine tools, titanium, 
electronic equipment, construction machinery, oil field machinery and equip- 
ment, brass and bronze, aluminum, scrap and other products. 

Another implementation to Defense Mobilization Order 1-24 provides for SBA 
review of all proposed mobilization orders or regulatory directions which are 
under consideration by the Department of Commerce. This assures the agency 
of an opportunity to make recommendations which are in the interests of the 
small-business community. 

The Small Business Administration implemented its assignment under De- 
fense Mobilization Order 1-24 by developing, in cooperation with the Depart- 
ment of Commerce, procedure for referring hardship cases involving materials 
shortages to the Department to explore alternate sources of supply in cases of 
civilian work and to assure priorities or directives in the cases of firms engaged 
in defense production to insure completion of defense orders on scheduled 
deliveries. 

B. Tax amortization program 

Under the accelerated tax amortization program, the Government encourages 
business concerns to expand defense production facilities by offering tax relief 
in the form of accelerated amortization of the cost of the new or expanded 
facilities. When an application of this type is approved by the Office of Defense 
Mobilization, a stated percentage of the cost of the new or expanded plant may 
be written off over a period of 60 months. 

The SBA assists small firms in obtaining a share of accelerated tax amor- 
tization privileges. For example, the agency obtains additional information 
on small firms’ applications where requested to do so by the Office of Defense 
Mobilization or other agencies to which it has referred the applications for 
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comment. Frequently, applications filed by small firms lack necessary data, or 
the agency reviewing the application wants additional information in support 
of certain parts of the application. When this occurs, the appropriate SBA 
field office obtains the necessary information from the applicant and if re- 
quested, the agency will check the status of the small firm’s application. 

As of June 30, 1957, only 4 expansion goals were open, of which 2 were in 
categories normally suitable for small firms. The SBA field offices assist appli- 
cants interested in expansion under the stipulated goals. Applications for tax 
amortization assistance have been declining over the past few months. 


Tax amortization program as of June 30, 1957 


Total Dollar amount 

Certificates of necessity issued to small-business concerns. -.-......-.-..-- 11, 267 | $4, 105, 863, 062 
Certificates of necessity issued by ODM to small-business concerns from 

Aug. 1, 1068, through Jume. 30, 1057 sone 5-5 nie ob ois ss Se ~ewdbenene 1, 375 974, 226, 971 
Certificates of necessity issued to small-business firms in which SBA par- 


ticipated from Aug. 1, 1953, through June 30, 1957_.........-...-.------ 122 13, 439, 317 


0. Production pools 


Under section 217 of the Small Business Act of 1953, as amended, the SBA 
is responsible for providing small manufacturers with information about pool- 
ing and to help them in forming and operating pools. 

The SBA pooling program is especially effective for two types of small firms: 
Those having different manufacturing facilities and those having similar man- 
ufacturing facilities, and wishing to associate in order to enable the groups— 
through improved ranges of facilities and through enlarged capacities—to com- 
pete effectively for business from which the members would otherwise be ex- 
cluded. 

As of June 30, 1957, there were seven approved small business production 
pools of the Small Business Administration. These pools are composed of 54 
companies, employing approximately 3,100 persons. Two of the presently ac- 
tive pools have reported 269 prime contract awards, valued at $1,069,111, in ad- 
dition to 4 subcontract awards valued at $85,967. 


D. Products assistance program 


The SBA’s products assistance program is designed to help small concerns 
gain access to product development information available from Government and 
industry. Since start of the service in July 1954, the requests for this type of 
assistance have increased steadily. 

As part of this service the agency (1) helps small concerns gain access to 
data on research and on product, process, and market development needed in 
solving day-to-day operating problems and in planning production and mar- 
keting programs; (2) provides small firms a clearinghouse for information on 
available products and processes which can be used to maintain, diversify, or 
expand their operation. 

Expenditures by Government and industry on research and development have 
increased steadily over the years, as a result, a wealth of information on prod- 
uct and process development has been accumulated. Much of this data is non- 
confidential in nature and is available to any potential user. However, it is 
not always readily accessible, particularly to small-business owners who either 
do not have the time or do not know where to obtain the inforamtion needed 
in solving a specific problem. One of the objectives of the products assistance 
service is to help bridge this gap, to assist small concerns in gaining access to 
needed information. 

The SBA does not maintain laboratory or staff facilities for research on 
product and process development. It does, however, provide technical counsel 
and assistance to individual small-business concerns on new product research 
and development. In this connection, the agency enlists the cooperation of in- 
dustry, other Government agencies, public and private research organizations, 
and trade associations in solving the small-business problems submitted to it. 

During the past fiscal year, the number of requests for this aid increased 
102 percent; 10,088 firms requested and were furnished information on product, 
process, and market development (exhibit A). Since the service was estab- 
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lished in July 1954, the number of small firms that have been provided this 
type of technical assistance totaled 18,813. 

As another part of this service, the agency issues a monthly Products List 
Circular, a publication which provides information on patented inventions 
(privately owned and Government-owned) available for production and dis- 
tribution. Over 8,000 small concerns have now asked to receive this publication 
on a continuing basis. During the past fiscal year, 3,731 small firms requested 
further information on the 1,220 new and improved products and processes listed 
in the Products List Circular. 

E. Managerial assistance program 

Managerial assistance is inherent in the various SBA activities relating to 
procurement, production, and products assistance; problems in these areas na- 
aturally involve the application of appropriate managerial techniques. 

Four series of management publications are currently issued covering prob- 
lems faced by the owners of small firms. Three are distributed free upon in- 
dividual request and the fourth is sold at nominal prices by the Government 
Printing Office. An increasing number of the publications is used in the SBA 
administrative management courses offered by educational institutions to pro- 
prietors of small businesses. 

Management aids for small manufacturers: To date 84 of these 4-page, free 
leaflets have been issued. More recent aids include: Protecting Your Records 
Against Disaster, Surveying and Controlling Executive Time, and Key Factors 
in Starting a New Plant. Total distribution of the management aids is now 
2,077,240 copies. 

Technical aids for small manufacturers: Today technological changes affect 
many production aspects of the smallest manufacturing plan or shop. These 
changes involve production processes, materials, machinery, and equipment, and 
maintenance. To date 55 technical aids have been published. More recent 
aids include: Modern Welding Methods, and Increased profits from Industrial 
Air Conditioning. The number of copies of technical aids distributed now totals 
708,200. 

Small marketers aids: The newest series of free aids is prepared for the use 
of the small retailer, wholesaler, and service operator. Their management prob- 
lems are analyzed and proven solutions to actual problems are briefly presented. 
Typical of these leafiets are Sizing Up Small Business Locations, Appraising the 
Market for the Services You Offer, and Improving Personal Selling in Small 
Business. Over 540,000 copies of the 24 issued to date have been distributed. 

Small-business management series: When a management subject cannot be 
adequately covered in a short leaflet, the SBA has a leading authority in the field 
prepare a manuscript on the subject. These booklets are sold at nominal prices 
by the Superintendent of Documents. Widespread acceptance of them is indi- 
cated by the sale of more than 510,900 copies of the 19 booklets issued thus far. 
Among the best sellers are Cost Accounting for Small Manufacturers, Cutting 
Office Costs in Small Plants, Human Relations in Small Industry, and A Hand- 
book of Small Business Finance. 

All of these publications are prepared with the greatest care to cover the more 
important management problems in a practical manner. Subjects are selected 
with the aid of advisory committees of businessmen, written by experts in 
their respective fields, and all manuscripts are reviewed by equally outstanding 
experts. The wide acceptance of the mangement publications justifies the care 
taken in their preparation. A table showing the distribution and sale of SBA 
publications and a list of publications described above is appended as exhibit F. 

Another aspect of managerial assistance is the administrative management 
courses. In cooperation with universities and other educational groups through- 
out the Nation, the SBA is cosponsoring short courses in administrative manage- 
ment for small business owners and managers. The courses are designed to help 
the small business operator improve his knowledge of business administration. 
They are concerned with management policy having to do with organizing, staff- 
ing, planning, directing, and controlling. During fiscal year 1957, 109 courses 
were completed. They were conducted by 69 educational institutions. In 3 
years, 264 courses have been cosponsored in 100 educational institutions. Ap- 
proximately 8,800 businessmen have attended. 

The educational institutions assume educational and financial responsibility 
for all of the courses, and the SBA lends assistance in the role of cosponsor. 
Most of the classes meet 1 evening per week for a period of 8 to 10 weeks. 
Typically, each session runs from 2 to 3 hours. Costs are defrayed by tuition 
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fees paid by the businessmen who take the courses. Speakers are selected from 
among businessmen, educators, bankers, and Government officials. 

Evaluations from more than 1,300 businessmen who have attended these courses 
have been analyzed. These evaluations were unsigned and made by the business- 
men after they had completed a course. Nearly all made favorable comments. 
Of those who rated the courses as a whole, 86 percent rated them good to excel- 
lent, while 14 percent considered them fair. Only three persons rated them as 
poor. More than 95 percent of the students asked said that the problems dis- 
cussed were important or vital to the operation of their businesses. 


F. Examples of assistance 


txamples of production, products, and managerial assistance are given in 
exhibits H, I, and J. 


Vv. SMALL BUSINESS ADMINISTRATION PRIME CONTRACT PROGRAM 


The Small Business Administration is empowered to enter into contracts with 
any department or agency of the United States Government to furnish supplies 
and services, and to arrange for the performance of such contracts through sub- 
contracting to small business concerns or others, as may be necessary. 

The SBA believes that its authority to take prime contracts in order to extend 
subcontracting should be continued as a standby basis, for use in emergencies. 


VI, RESEARCH AND DEVELOPMENT 


According to the Department of Defense, during fiscal year 1957, small busi- 
ness firms received only 4.3 percent of the value of research and development 
contracts awarded to commercial firms. Small business firms were successful 
in securing 9.9 percent of the Army research and development contracts awarded 
to commercial concerns ; 8.4 percent of those awarded by the Navy; but only 2 
percent of those awarded by the Air Force. These percentages must be increased 
if the overall scientific knowledge and engineering capacity of the Nation is to 
be utilized. 

In research and development procurement, the military services seek participa- 
tion by the best qualified firms, educational institutions, nonprofit organization, 
or individuals, in order that the Government will receive the finest products or 
studies. This policy places a premium on superiority of facilities and experience, 
in contrast to supply contracts where the evaluation is limited only to ability to 
meet specifications. 

In research and development, the SBA is striving for maximum use by the 
Government of small firms or individuals in those fields which are especially 
suited to their participation. This would release the larger firms and educational 
institutions from research and development that could be performed adequately 
by small business, and enable them to concentrate their abilities on the more 
complicated fields of basic research and development. 

Small Business Administration staff members counsel small firms and indi- 
viduals interested in research and development work and guide them to the 
appropriate procurement officials. In addition, the agency obtains setasides on 
research and development procurements whenever it finds that there will be ade- 
quate small-business competition for the type of project contemplated. During 
this past fiscal year, 29 percent of the value of procurements which were 
screened by SBA representatives at the Quartermaster Research and Develop- 
ment Command in Natick, Mass., was joint setaside for small business. Prog- 
ress also is being made in other purchasing offices. 


VII. PROGRESS PAYMENTS 


The first progress report of the Cabinet Committee on Small Business recom- 
mended that the President direct departments and agencies engaged in extensive 
procurement to adopt procedures designed to (1) insure that a need by a bidder 
for progress payments or advance payments will not be treated as a handicap in 
awarding a contract, and (2) accelerate the making of progress payments to 
small suppliers when requested. 

On November 16, 1956, the Secretary of Defense issued Department of Defense 
Directive No. 7800.4, which deals with the subject of Defense Contract Financing 
Policy—Small Business Concerns. The stated purposes of the directive are to 
insure that a need for progress or advance payments by contractors will not be 
treated as a handicap in awarding eontracts, and to facilitate and speed up the 
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making of progress payments requested by small suppliers under Government 
contracts. The directive also emphasizes the desirabiilty of providing proper 
contract financing assistance to small business concerns. 

Similarly, the Administrator of the General Services Administration issued 
Personal Property Management Regulation No. 33 on December 31, 1956. This 
regt lation, directed to heads of all Federal agencies, prescribes basic policies 
and procedures governing executive agencies in providing contracting financing 
in the form of progress payments. The regulation applies only to fixed-price 
contracts for supplies and non-personal services other than contracts for con- 
struction or the engineering and architectural contracts pertinent to construc- 
tion. The regulation states further that to the maximum practicable extent the 
need for progress payments will not be treated as a handicap in awarding con- 
tracts to concerns qualified as responsible suppliers. Prospective contractors 
deemed reliable, competent, and otherwise responsible will not be regarded as 
any less responsible because of the need for progress payments. The regula- 
tion requires executive agencies to take whatever action is necessary to facilitate 
and speed up payments on contracts when due. 


VIII. SMALL BUSINESS SIZE STANDARDS 


Congress, in the Small Business Act of 1953, stated that to be considered small 
and therefore eligible for assistance from the Small Business Administration, a 
business concern must be “independently owned and operated and * * * not domi- 
nant in its field of operation.” The act also authorized the Small Business 
Administration, in making a more detailed definition of small business, to use 
such criteria as number of employees and dollar volume of business. The agency 
uses two different yardsticks in determining whether a firm is small—one is 
employed in determining whether a firm is eligible for assistance in selling to 
the Government, and the other in determining whether it qualifies for financial 
and other nonprocurement assistance. 

A new small-business size standard became effective January 1, 1957. It was 
formulated by an interagency task force for procurement purposes and repre- 
sents the unanimous judgment of the 14 Government agencies chiefly concerned 
with procurement procedures and the Small Business Administration. 

Under the new ruling, for the purposes of Government procurement, a manu- 
facturing concern is a small business if (@) it is not dominant in its field of 
operations and with its affiliates, employs fewer than 500 employees, or (b) it is 
certified as a small business by the Small Business Administration. 

To be classified as a small business concern, a nonmanufacturing firm bidding 
on Government purchases must meet the same criteria as a manufacturer, plus 
two additional requirements: (1) it must be defined as a regular dealer under 
the Walsh-Healey Public Contracts Act, and (2) in the case of a Govern- 
ment purchase reserved for award to small business, or in appropriate casas 
involving equal bids, it must furnish the product of a small manufacturer or 
producer in the performance of the contract. 

When submitting a bid or proposal on a Government procurement, a concern 
which meets the above criteria, and which has not previously been denied small 
business status by the Small Business Administration, may represent in the 
appropriate place on the bidding form that it is a small firm. The concern 
will then be deemed to be a small firm for the purpose of the specific Govern- 
ment purchase, unless another bidder protests to the contracting officer and the 
Small Business Admiinstration about the firm’s size status, or the contracting 
officer himself questions its representation. If the firm’s representation that 
it is a small business is challenged, it may then apply to the nearest SBA office 
for a certificate that it qualifies as a small firm. If granted, this Small Business 
Certificate is conclusive. 

If a firm is in doubt as to whether it meets the small business criteria, it 
may apply to the nearest SBA office for a decision. 

This definition differs from the old less-than-500-employees standard in the 
following respects: (1) The factor of dominance in an industry is added. Under 
the new definition firms having more than 500 employees in some industries may 
be determined to be small business if they are nondominant in the industry. 
Conversely, a firm and its affiliates having fewer than 500 employees may be 
considered large if they are dominant in the field. (2) A nonmanufacturing 
firm must, itself, be classed as a small-business concern, and also must furnish 
the product of a small-business manufacturer or producer in the performance of 
the Government contract. (3) The number of employees formerly was the total 
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number of the firm and its affiliates at the time of submission of the bid. Under 
the new definition, number of employees means the average employment of any 
concern and its affiliates based on the number of persons employed during the 
pay period ending nearest the 15th of the third month in each calendar quarter 
for the preceding four quarters. If a concern has not been in existence for 4 
full calendar quarters, “Number of employees” means the average employment 
of such concern and its affiliates during the period such concern has been in 
existence, based on the number of persons employed during the pay period ending 
nearest the 15th of each month. 

It is believed that the new definition will be more equitable to small-business 
firms and will provide the flexibility necessary to handle inequities on an in- 
dividual basis. 

Insofar as the definition for business loans and purposes other than Govern- 
ment procurement are concerned, the Small Business Administration will con- 
tinue to use the definition of small business adopted by it on June 10, 1954. 
This definition provides: 

Manufacturing concerns: Any manufacturing concern is classified as small 
if it has 250 or fewer employees, including employees of affiliates; as large if it 
employs more than 1,000 persons. A manufacturing firm which has more than 
250 but not more than 1,000 employees may be classified as either small or 
large, depending upon the size standard which the SBA has developed for its 
particular industry. 

Nonmanufacturing concerns: Any wholesale concern is considered small if its 
annual dollar volume of sales is $5 million or less; any retail or service trades 
concern as small if its annual sales or receipts are $1 million or less. (The 
regulation also provides certain exceptions.) The dividing line between large 
and small for other industries for purposes other than Government procure- 
ment: Construction—average annual receipts of $5 million or less for the pre- 
ceding 3 years; trucking and warehousing—annual receipts of $2 million or 
less with exceptions based on economic data in individual instances; taxi- 
cabs—annual receipts of $1 million or less. 


IX. SBA LIAISON OFFICER WITH THE DEPARTMENT OF DEFENSE 


A Small Business Administration liaison officer is assigned to the Department 
of Defense to help achieve greater coordination of the two agencies’ small- 
business programs. The SBA representative participates in conferences and 
in the preparation of directives relating to small-business policies of the Defense 
Department and the three military services. Defense officials have given this 
liaison officer excellent cooperation and his participation at the Defense Depart- 
ment’s policy level has resulted in a number of changes beneficial to small 
business. This SBA representative participates with the policy-level officials 
of the Department of Defense by reviewing proposed policies, instructions, pro- 
cedures, and implementations that affect small business and makes recommenda- 
tions with respect to such proposals. 


X. THE CABINET COMMITTEE ON SMALL BUSINESS 


During the past year, in addition to the activities of SBA program operations, 
there has been a coordinated effort among all Government agencies and depart- 
ments to render specific assistance to small business. A direct result of the 
administration’s small-business program has been the establishment by the 
President of a Cabinet Committee on Small Business. SBA activities and pro- 
grams have pinpointed small-business problems and have served as a corollary 
to efforts of small-business men who have in this connection, as expressed by 
the annual report of the Select Committee on Small Business of the United States 
Senate, “* * * succeeded in placing their problems on the steps of the White 
House itself.” 

The purpose of the Cabinet Committee on Small Business is that of directing 
the development and strengthening of Government programs and policies to pro- 
vide such enterprise with additional constructive assistance. 

The Administrator of the Small Business Administration was named a mem- 
ber of the Cabinet Committee on Small Business, and the Committee actions 
reflect the problems and requirements of small business as experienced by the 
SBA in administering the Small Business Act of 1953. 

The Committee has issued a progress report which sets forth recommendations 
that are intended to give further constructive steps to aid small business. The 
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recommendations encompass financial assistance ; tax benefits ; technical services 
and advice; help in obtaining procurement contracts; discontinuance of Govern- 
ment owned and operated commercial, industrial type facilities ; and the preserva- 
tion of competition. 

One of the recommendations of this Committee, in its progress report sub- 
mitted to the President in August 1956, was that “the President arrange for a 
comprehensive review of procurement policies and procedures of all departments 
and agencies, including the legislation pertaining thereto, with a view to facili- 
tating and extending the participation of small businesses in work on Govern- 
ment contracts.” 

The responsibility for carrying out this recommendation was assigned to the 
General Services Administration. This agency has established a task force 
composed of representatives of the principal procurement agencies, including the 
Department of Defense, Atomic Energy Commission, Veterans’ Administration, 
Post Office Department, Department of the Interior, Department of Agriculture, 
Department of Commerce, and the General Services Administration. Other pro- 
curement agencies also are consulted. <A representative of the General Services 
Administration is chairman of this task force. The task force defines problem 
areas, to plan corrective action. 

The Small Business Administration, the Bureau of the Budget, and the Gen- 
eral Accounting Office participate in this program as members of the Special 
Advisory Group. 

At the invitation of the General Services Administration, the Small Business 
Administration has also assigned a full-time representative to work with the 
task force in order that SBA procurement assistance programs and related poli- 
cies, plans, and requirements would be appropriately reflected in task force 
activities and related recommendations. In addition, SBA staff members serve 
on subcommittees of the task force, one serving as chairman of the program 
study group that is developing uniform small-business procedures; another is a 
member of the group handling implementation of the new definition of small 
business; One with the group dealing with small-business participation in Gov- 
ernment-sponsored research and development programs; another with the sub- 
committee concerned with drafting proposed legislation ; another with the study 
group concerned with simplification of Government marking, packing, and pack- 
aging specifications; and still another with the study group dealing with Gov- 
ernment specifications. 

With respect to the work of this task force, the Small Business Administra- 
tion has recommended a standardized procurement policy and implementing 
instructions for the establishment of the small business set-aside program in 
all Government procurement agencies. The SBA has also made available its 
vast background of experience, in connection with the work of the task force 
in eliminating inequities, inconsistencies, and complexities from Government 
procurement, by having its field offices prepare factual information on cases 
which illustrate the difficulties of small firms in selling to the Government. 
These cases, in turn, are submitted to the task force. As of June 30, 1957, the 
agency had submitted 189 specific cases covering such areas of Government pro- 
curement as (1) need for specifications and standards; (2) standarization of 
items; (3) specifying a brand name or equal; (4) inadequate or inaccurate 
prints; (5) inspection or testing of the product; (6) delay in payment; and 
(7) delay in settlement of claims. 


XI. FINANCIAL ASSISTANCE TO SMALL BUSINESS 


Section 207 (a) of the Small Business Act of 1953, as amended, authorizes 
the SBA “to make loans to enable small-business concerns to finance plant con- 
struction, conversion, or expansion, including the acquisition of land, or to 
finance the acquisition of equipment, facilities, machinery, supplies or ma- 
terials ; or to supply such concerns with working capital to be used in the manu- 
facture of articles, equipment, supplies, or materials for war, defense or essen- 
tial civilian production, or as may be necessary to insure a well-balanced national 
economy; * * *” 

In carrying out its functions, SBA financial specialists have given advice and 
counsel to thousands of small-business concerns on their financial management 
problems, actively representing them in many cases in their negotiations with 
private financial institutions; and when needed financing was not otherwise 
available, the agency has provided these businesses funds for expansion and 
operations. 
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In this manner the Small Business Administration is contributing to the 
independence and economic health of American small business, adding its part 
to the program of industrial mobilization to preserve our national security. 
Many of the loans made by the SBA, under the authority of the Small Business 
Act of 1953, as amended, are to finance the performance of war and defense 
contracts and thereby effectuate the purposes of the Defense Production Act of 
1950, as amended. 

For fiscal year ended June 30, 1957, the SBA received 6,864 applications for 
regular business loans for a total approximating $381,838,000 of which 624 
applications for a total of $39,518,000, were subsequently withdrawn. A total 
of 3,536 loans aggregating $159,094,844 was approved, 2,488 applications totaling 
$158,519,000 having been declined with the balance pending final action. 

During the fiscal year, loan policy changes occurred in that hospitals, nurs- 
ing homes, professional people, and technical schools have become eligible to 
file applications for loans. 

The SBA also is cooperating with the Fish and Wildlife Service, United States 
Department of the Interior, by processing, disbursing, and servicing loans ap- 
proved by the Secretary of the Interior where funds have been made available 
by the fisheries loan fund established by section 4 of the Fish and Wildlife Act 
of 1956 (70 Stat. 1119, 1121). 

Procedural changes during the fiscal year included the granting of increased 
authority to field offices in taking action on applications for loans, to expedite 
the processing of the applications, in the areas in which they originated. 

A noteworthy feature of SBA’s lending program is that private banks are 
participating with SBA in about 70 percent of loans approved. Approximately 
30 percent of the participation loans are on a deferred basis with 70 percent 
on an immediate basis. 

Total loans approved 


Caen? in ras 


June 30, 1957) 





‘|P Fiscal year 1957 (July 1956- | Cumulative renee June 30, 
i 











| | 
Type of loan Amount approved | | Amount approved 
iNuaite! = ° ft ... | Number | 
| | Total SBA | Total SBA 
| share share 
| 
Business loans: a 
NN ene haddesueyncavucusaukacaen 1,038 | $45,207 | $45, 207 | 2,155 | $91,018 | $91,018 
| = _—— ——SSSSS 
Immediate participations - ; 1,760 | 87,165 67, 489 2, 781 138, 5 552 108, 483 
Deferred participations. ..........----} 738 26, 723 19, 365 2, 160 95, 216 70, 475 
Total participations___.._.-_-- | 2, 498 113, 888 | 86, 854 4, on _ 238, 768 8 178, 958 
Total business..............--.---- | 3,536 | 159,095 | 132,061 | 7,096 | 324, 786 | 269, 976 


Of the 7,096 business loans approved from inception through June 30, 1957, 
2,752 aggregating $167,710,572 were for manufacturing firms. The remaining 
4,344 loans totaling $157,075,0483 were for various nonmanufacturing business 
activities. 

There was substantial activity in loans approved to disaster victims under 
section 207 (b) of the Small Business Act of 1953, as amended, for the fiscal 
year 1957. During this period 1,944 disaster applications were received for 
about $18,468,000—119 totaling $1,385,000—subsequently were withdrawn; 1,597 
were approved for $12,992,000 and 203 were declined for $2,340,000—with the 
balance pending action. Disaster loans approved during this period averaged 
about 30 percent in number and 19 percent in dollar amount of the total disaster 
loans approved since inception of the program. 
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Total loans approved 
[Dollars in emnen 


July 1956 to June 30, 1957 Cumulative through June 30, 























1957 
i 
Type of loan | Amount approved Amount approved 
Number | Number 
| Total SBA Total SBA 
share share 
Disaster loans: | 
RN i nirctiatijaicinigdiesaminek-<acnasienlt 1,076 | $7,861 | $7,861 5,301 | $52,057 | $52, 057 
Immediate participations. -.........--- oe oe ve ~ 655. 565, ae et 8, 049° pig 6, 099 
Deferred participations.......-..-.-- 496} 4,476] 3,818 698} 5,903) 5,052 
Total participations__............-- 521 5, 131 4, , 383 848 ‘ee 95 52 Fst 11, 151 
—SSSS EES Se Ss aa 
Co ee a 1, 597 12, 992 2, 244 | 1 6, 149° | 66, 009 63, 208 
| I 





1In addition, SBA processed and performed the closing and disbursing functions for 7 sec. 302 Defense 
Production Act loans approved by the Treasury Department in the amount of $4,306,000. 


INDEX OF EXHIBITS 


. Procurement and technical assistance activities (for the period Aug. 1, 1953, through June 1957, unless 
otherwise indicated). 

Joint set-asides—Comparison of 12-month periods from July 1953 through June 1957. 

Awards under joint set-aside program, by States, cumulative through June 25, 1957. 

Report of SBA joint set-aside program, cumulative from Aug. 1, 1953, through June 25, 1957. 

Certificates of competency—Origin and disposition of applications. 

Management publications— Distribution and sale of publications. 

Examples of procurement assistance. 

Examples of production assistance, 

Examples of products assistance. 

. Examples of managerial assistance. 
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Procurement and technical assistance activities (for the period Aug. 1, 1958, 
through June 1957, unless otherwise indicated) 


Aug. 1, 1953, 
to 
June 25, 1957 
Procurements set aside for small business.....-- 23, 471 
EEE nc dexdumatchecssacnapmenihuneanwewnaeien $1,857,128,678 
IOS DIE on ivinncccqcntautecmcnmeonena 117, 648 
FE sind ain ibid dan cachenimwanaene uae $1,192,850,092 
Prime contract referrals......------------------ 394, 848 
Calls to develop subcontract opportunities. - -_. 13, 291 
co EC ae 29, 824 
Cases of procurement’assistance counseling and 
representation to procurement agencies in 
oe es | are 5 87, 201 
Firms assisted to bid on specific procurements. 21, 641 
Additional sources of supply furnished for 
bidders’ lists on which small-business com- 
OCI Te MN cin acs mtninceniesennes 5 20, 782 
Certificates of competency: 
Applications received. ..................... 677 
TO a BN $123, 039, 543 
Plants visited in connection with progress 
of- certified contracts...................... 3, 490 
Number of certificates of competency issued. 317 
WHO cdesacex $38, 003, 584 
Engineering surv eys (loans, ‘certificates, pre-_ 
OU, GO echo cesccancunewsuscbicocsudendne 6, 873 
Cases in which production and management 
assistance, including material and equipment 
GEGISOENOD, WEE GIVER... cccwsinwecccnccccedan as 28, 758 
Publications distributed: 
DEOURRENNE ANB icc cious di 2, 077, 240 
PO. isa. Vickdvuhwetnccnkiinteke 708, 200 
Small marketers Aids. -.........-.......... 540, 405 
Small-business management series: 
WOME Se. ct. 1s sccnwueourhseocnvenbeas 474, 409 
Free distribution... ‘ a 36, 589 
Management Aids, Annual No. 1—Sales. _- 22, 123 
Management Aids, Annual No. 2—Sales... 16, 111 
Management Aids, Annual No. 3—Sales- .. 3, 355 
Technical Aids, Annual No. 1—Sales__.-.-- 6, 226 
Purchasing Directory—Sales.............-.] 46, 733 
Specifications Directory—Sales___.........- 14, 852 
Requests for products assistance handled... ___- 518, 813 
Inventions listed in products list circular. -_---- 6 2, 083 
Requests received for information and data on 
inventions listed in the circular.............-- 7 5, 622 
1 These awards resulted in 26,547 contracts to small firms. 





2? These awards resulted in 8,140 contracts to small firms. 


3 These awards resulted in 13,416 contracts to 


small firms. 


July S 1955, 


6, 075 
$497, 678, 432 
2 4 750 

$344, 810, 479 
86, 122 

3, 438 

3, 508 


23, 132 
6, 007 
7, 265 


208 
$38, 559, 100 


677 
106 
$14, 717, 500 


1, 879 


8, 419 
300, 495 

59, 605 
180, 265 


63, 351 
1, 983 


June 2, 1 1956 


July 1, 1956, 
to 


June 25, 1957 


11, 851 
$744, 335, 298 
3 9, 389 


$552, 573, 222 
4 53, 857 
4,741 

6, 384 


30, 389 
10, 029 


8, 885 


238 

$39, 908, 400 
792 

104 

$10, 590, 100 
3, 340 


4 4, 413 


366, 395 
175, 140 
279, 740 


82, 609 
3, 444 
6, 473 
6, 648 
3, 355 
6, 226 
8, 076 


Percentage 
of increase 


‘ Higher priority programs have caused a decrease in the staff time available for this activity. 
5 Covers period beginning July 1, 1954. 
Covers period beginning Mar. 1, 1955. 
1 Covers period beginning Dec. 1, 1955. 
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EXHIBIT B 


Joint set-asides—Comparison of 12-month periods from July 1958 through 
June 1957 











| 
July 1953 July 1954 July 1955 July 1956 
through through through | through 
June 1954 ! June 1955 | Junel1956 | June 1957 
Initiated by SBA_.-------- abc spnbasieedaaers 2,012 | 4,030 | 6, 407 12, 082 
I cede mee Sen tis i viciaag hte isteenig ciabeeiaaaeainedbed $372, 634, 444 | $449, 720,949 | $566, 082, 316 $830, 653, 075 
i ee ce aiinaeand | 1, 667 3, 924 6, 075 11, 851 
a ele gee $247, 600, 612 | $386, 610, 589 | $497, 678, 432 $744, 335, 298 
Procurements awarded ...............-.....-.-- 986, 2, 663 | 4, 750 9, 389 
ee rr .....---------| $170,911, 336 | $193, 776,730 | $344, 810, 479 $552, 573, 222 


1 Includes 1 month of operation under the Small Defense Plants Administration. 
EXHIBIT C 


Small Business Administration awards under joint set-aside program, by 
States, cumulative through June 25, 1957 


State Number of | Amount of State Number of | Amount of 











contracts awards contracts awards 
Waseca 26, 547 |$1, 192, 850,092 || Nevada__-.- see 
— New Hampshire 100 $7, 942, 470 

i 160 8, 068, 990 New Jersey 1, 720 97, 691, 645 
TI ot eases ; 18 147, 419 New Mexico. ----- 35 816, 971 
Arkansas cs 4 . 114 7, 074, 557 New York 5, 272 257, 450, 695 
California. --_- 3 3, 291 114, 678, 455 North Carolina 305 10, 667, 457 
Colorado-_- i Se 247 7, 297, 930 North Dakota 
Connecticut__-_.--- 437 22, 094, 200 Ohio__-_- 1, 253 52, 167, 925 
Delaware... ._._- : 68 4, 464, 255 Oklahoma 208 7, 511, 259 
District of Columbia- 415 16, 428,105 || Oregon_- ; 173 5, 332, 461 
Florida. : 189 7, 954, 601 Pennsylvania... i 1, 964 92, 461, 955 
Georgia......-- 377 17, 264, 111 Rhode Island__._- 117 | 6, 058, 132 
OS SEE ee 68 1, 343, 593 || South Carolina__--- 74 | 4, 027, 591 
i eee eee 1, 587 57, 291,807 || South Dakota_. 3 | 28, 359 
eal a a 316 20, 909, 145 Tennessee _- 218 | 17, 940, 130 
Iowa. _- % 158 15, 656, 821 Teras..... 732 49, 761, 925 
ID a tcecchs ences ak 189 12, 458, 165 Utah 148 3, 267, 759 
Kentucky-._-- E 107 3, 282, 297 Vermont... 20 405, 325 
Louisiana. ......--- 229 8, 386, 320 Virginia __ 528 18, 281, 998 
Maine a ie 79 3, 764, 039 Washington_. Ms a 312 13, 261, 506 
Maryland__. oie 1, 110 32, 031, 894 West Virginia. - i 50 6, 637, 308 
Massachusetts -_- =e 1, 248 68, 110, 578 Wisconsin : 535 22, 899, 701 
Michigan_-_-_- ‘ 1, 186 28, 613, 379 || Wyoming. --- 24 345, 073 
Minnesota_.___- rs 298 12, 830, 704 Puerto Rico- 7 415, 344 
Mississippi... oiaslial 54 4,105, 689 Estimated awards for 
Missouri... _. 5R7 33, 653, 329 which State break- 
Montana 29 464, 095 down is not available 97 4, 603, 481 
PD os tite once 81 4,498, 784 


EXHIBIT D 


Report of Small Business Administration joint set-aside program, cumulative 
from Aug. 1, 1953, through June 25, 1957 


Procurements Set-asides | Set-asides | Set-aside procure- 
screened initiated agreed to | ment awards 


} 
| Num- Amount Num-; Amount Num-| Amount Num- Amount 


ber ber ber ber 
I occ sere stat a 23, 126 $3, 985, 357, 284) 9,483 $957, 197, 784) 9,031) $839,070,127)| 7,002) $541, 535, ¥76 
PORT nine 35, 041) 9, 202, 000,718) 9,354) 679,227,701) 9,070) 612,171,108} 6,910) 446, 476, 220 
Air Force... ..|25, 204| 18, 227, 263, 749) 3,187) 44%, 310,517) 2,949, 290, 406, 091 1, 866 134, 582, 315 
Armed Services Pe- 
troleum Purchasing 
Agency... 21 539, 979, 078 21 60, 410, 201 21 60, 410, 201 15 32, 114, 690 
Civilian agencies.....-| 4,086 194, 970,815) 2,415 56, 358, 156) 2, 400 55,071,151) 1,855 38, 140, 891 
Total........._-.|87, 478 32, 149, 571, 644/24, 460/2, 197, 504, 359/23, 471/1, 857, 128, 678)! 17, 648)1, 192, 850, 092 


1 These awards have resulted in 26,547 contracts to small firms 
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EXHIBIT E 


Certificates of competency, origin and disposition of applications, Aug. 1, 1958, 
through June 30, 1957 








l | 
Agency | Applications | Certificates 
received issued 
POR 5 a ocititsintiti ccd ndtdasbdesdicds<tuetbhsetetisteiete al 677 317 
DD iaientisonnenysntenddtittisenniaieiit linia diss iehienimeaeneee 295 142 
Chetan) Omit 06 oe esse cacscasccncntssebeedehmadeek nian ges ligeutad ce nnale 7 3 
COORD OE INE. « ni ic areckbdhmbotmmhtinndiinisiiiaritaiees ia aida | 9 2 
CRTIIRD SIOUDE  axcswacsckenccncbbeacudseucncauueaseans £2) Ne as 59 29 
COR ATORIROIEOE COE 5, ca dciundadnctnnaiiandnin ci ids an ca meee ace a eo 104 31 
ETE EIE INES COGTUID. oy cao ncnwncascanansqondu ae Sib taldeeeisycseadene 9 6 
Signal Corps- -. -- sisal atittica MAREE ia ata Xess oes omag ah aise peta 105 70 
Headquarters, Fifth | Army... piscine iach manele cuciawcasdon deena ae 1 1 
DU, DB. BEUOEY ACCOR ek incis ncn insstdemtaanhGhsncduvpcbekcapelaabebed 3Y4 Silico petee 
OUT cinsntcnaddcnsccuddbsadenks xnaudnnbsenmiadess daneeedemree tena kia 102 41 
tC 60 Ae iia oink dks ctdtateiebhtentdddwntintns stele a Dy tccbvatboctane 
DEE RE CE oo sn ausnninetanddadebacnackanatadee’ shone wines 7 3 
enee ny Een GU. ac oucbianee dennnteneeuasuediaie meni | 2 1 
General Stores Supply Office. -....-- silritetameitets arta penadek Vntidsbenkeet | 34 16 
Nave Puree CHOG  oietiidntisdsncbcuseteeekusunee ndediidsbnkeeiceu a 26 ll 
OTR i SI 3 ik. nwa ci we nina Gbaenc enna deemaaebienndiae yao deredel 8 1 
Bureau of Ships actesabanccsa wate tautiieas suendanapaiasedamunptamaniesae aad 4. 20 7 
Shine Fete Comieel Comte. cn bbs bei as eusbeddubncbadutlaceus 3 2 
Marine Corps. -.-..-.-.---- san vino nen as ahead nian Re a ae eae es es 
BP Rano eka ah se cat ccetewnvenseetdibeeecoeiatecoee a aanean 25 ; 122 
Pe IE fii Rian Sdn Sots Sonbtsccnsnind in cnaudebeeeendiael hanes | 17 7 
Armed Services Medical Procurement Agency...............-.-.----..-- : 
Armed Services Textile and Apparel Procurement Agency-.--. hnwace 
Armed Services Petroleum Purchasing Agency .-_....-.-....---.-.-------- 
General Services Administration - - - --- hcubeastarhas cccetate a aaiee ane Magica scigkd 
Treasury: Bureau of Engraving and Printing... Saude GSddetwscisdccauedecesuagnt Jd 1 1 
| 








Certificates of competency as of June 30, 1957 


Summary of SBA Certifications: 


NOE VOC QWETHRE CONCLECIN ncn ctteuinictinweniwncndnebnehemmels 29 
Contracts ahead. Of 08) Gm ROROGNR acca eit cctsidncewandeuniasnan 54 
Contracts DeRING GCRSGWIO in. os escuscnewehdesndsuwcsintendaneeale 31 
PYOCUTOMORt: WICRATON EG xcciindddn ccna ct ft 
COntrects AWOTGCG CURRIN ands decbnidakictasudansacneenesabanh 19 
Ort R Catal. CODCOUOG wisiiiirceiencicccbaites aed buted aE 3 
Comtvacts. Germ inele o vicnascctonnmdnclacmant ations 12 
CORTEACS COMDIBUOGE «. ..ccnadd celeritete aitinathpenniailetiate 172 
DEISCOLIATIOOUS CARBON. CHOWN seicsccinrthitanaianmcrnlintuciiatmitiontimbimeabinalintl a 3 

Tetal number of cortifionbor: IstneGke5 co nnnicwdanctincaisemenle 317 


1Contracts awarded to other than the certified firm because of factors involving other 
than production or financial capacity of the certified firm. 


ExHIsit F 
MANAGEMENT PUBLICATIONS 


MANAGEMENT AIDS ISSUED 


How Small Plants Can Sell to the Federal Government 
Adequate Production Control 

Reducing Accident Costs in Small Industrial Plants 
Business Insurance—I 

Reducing Accident Costs Through Safe Working Conditions 
Is Your Labor Turnover Cost Too High? 

Reducing Accident Costs by Use of Safety Committees 

. Incentive Techniques in Small Business 


GNI OURO bo 
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9. How the Small Plant Can Analyze Old and New Markets 
10. Saving Manpower in Industry 
11. Minimizing the Cost of Breaking in New Personnel 
12. Reducing Accident Costs Through Reports and Records 
13. Small Plant Health and Medical Programs 
14. Subcontracting for Small Plants 
5. Business Insurance—II 
16. Methods Engineering for the Small Plant 
17. How Walsh-Healey Public Contracts Act Affects Governme:ic Supply Con- 
tractors 

18. Changes in Organization Responsibilities as a Plant Grows 
19. Two Dozen Ideas for Effective Administration 

20. Reducing Accident Costs Through Safe Work Methods 

21. Business Insurance—III 

22. Developing Foremen in Smaller Plants 

23. Budgeting in the Small Plant 

24. Improving Shipping Room Operations in Small Plants 

25. Improving Maintenance Operations in Small Plants 

26. How Management Consultants Help Small Manufacturers 
27. Reducing Accident Costs Through Selling Safety to Supervisors and Workers 
28. Business Insurance—IV 

29. Analyzing Your Government Contract 

80. Employee Selection and Placement Methods for Small Plants 
81. Packaging Pointers for Government Contractors 

32. How Trade Associations Help Small Manufacturers 

33. Borrowing Money from Your Bank 

34. Depreciation, Deterioration, and Obsolescence 

35. Materials Control for Small Plants 

36. Sound Pricing Policy in Bidding on Government Contracts 
37. Figuring and Using Break-Even Points 

38. How Advertising Agencies Serve Small Business 

39. How to Choose Your Banker Wisely 
40. Pitfalls in Estimating Your Manufacturing Costs 

41. How the United States Employment Service Helps Small Business 
42. Getting Your Product on a Qualified Products List 

43. Appraise Your Competitive Position to Improve Company Planning 
44. How to Build Your Sales Volume 

45. Judging Your Purchasing Efficiency 

46. How to Analyze Your Own Business 

7. How Federal Mediation and Conciliation Service Helps Small Business 
48. Sales Forecasting for Small Business 

49. Know Your Patenting Procedures 

50. How Manufacturers Agents Help Small Business 

51. How to Reduce Your Operating Costs 

52. Loan Sources in the Federal Government 

53. Small Business Profits from Unpatentable Ideas 

54. Psychological Testing for Small Business 

55. How to Set Up Sales Territories 

56. Streamlining Office Systems in Small Business 

57. Wage Incentives in Small Business 

58. How Independent Laboratories Help Small Business 

59. How Marketing Research Helps Small Manufacturers 

60. How Field Warehousing Concerns Help Small Business 
61. How Good Records Aid Income Tax Reporting 

62. How to Price a New Product 

63. How Food Brokers Help Small Manufacturers 

64. Appeal Procedures for Income Tax Cases 

65. How the Securities Act of 1933 Affects Small Business 

66. How Industrial Distributors Help Small Manufacturers 
67. Developing Sound Production Standards 

68. Using Your Banker’s Advisory Services 

69. Redesigning Products for Better Marketability 

70. Record Retention in Small Business 

71. Office Mechanization for Small Business 

72. Broadening Your Manufacturing Operations 

73. Making a Market Survey 

74. Planning Your Working Capital Requirements 





30. 
$1. 
32. 
38. 
. Handling, Storing, and Dispensing of Lubricants 
35. 
36. 
37. 
. Preventive Maintenance in the Small Plant 
39. 
40. 
41. 
42. 
43. 
44. 
45. 
46. 
. Metal Powder Uses in the Small Plant 


48 
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. Protecting Your Records Against Disaster 

. Surveying and Controlling Executive Time 

. Executive Incentives in Small Business 

. How the Post Office Helps Small Business 

. Effective Control for Better Management 

. Choosing the Legal Structure for Your Firm 
. Utilizing Older Workers in Industry 

. Reducing the Risks in Product Development 
. More for Your Storeroom Dollar 

. Key Factors in Starting a New Plant 


MANAGEMENT AIDS IN ACTIVE PREPARATION 


. Making Your Sales Meetings Profitable 
. Analyzing Your Cost of Marketing 


TECHNICAL AIDS ISSUED 


. Proper Alignment of Machine Tools 

. Sharpening of Drills, Lathe Tools and Milling Cutters 

. Care and Maintenance of Belt, Chain and Gear Drives 

. Sharpening Certain Metal Cutting Tools Used in Machine Shops 
. Precision Measurement of Workpieces 

. Selecting the Right Tool Steel 

. Machining Aluminum—I 

. Metallizing 

. Machining Plastics—I 

. Machining Aluminum—II 

. Machining Plastics—II 

2. Machining, Repairing and Heat Treating Cast Iron Workpieces 

. Cutting Oils and Coolants 

. Corrosion in Machine Shops—Causes and Prevention 

. Machining Brass and Bronze Workpieces 

. Machining Magnesium Alloy Workpieces 

. Taps and Dies 

. Surface Cleaning Techniques 

. Care and Maintenance of Grinding Wheels 

. Maintenance of Power Hand Tools 

. Surface Finishing Techniques—I 

. Surface Finishing Techniques—II 

. Titanium 

. Surface Finishing Techniques—III 

OF 
26. 
Zi. 
28. 
29. 


Lengthening Tool Life 

How to Select the Right Grinding Wheel 

Gaging Tolerances in Machine Shops 

Economics in Lubrication 

Inventions: Government-Owned: Government-Licensed and Registered for 
License or Sale 

Fire Prevention in Small Business 

Radioisotopes and Small Business 

Essentials of Good Plant Lubrication 

Gas Welding of Cast Iron 


Care of Hydraulic Systems 
Economical Chip Breakers for Machining Steel 
Use of Templates and Scale Models 


Reinforced Plastics 

Reducing Costs with Jigs, Fixtures, and Gages 

How Good Plant Housekeeping Will Increase Production 
Principles of Plant Layout for Small Plants 
Plastics—Opportunities for Small Business 

Recent Developments in the Ferrous Foundry Industry 
Cash Values in Industrial Scrap 

Modern Welding Methods 


The Use of Plastics for Tools, Dies, Jigs, and Fixtures 
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49. 
50. 
51. 
52. 
53. 
54. 


me 


vu. 


> OVE OO NO 


95 


a. 


26. 
27. 


28. 


Control of Expendable Tools—I 

Reduce Waste—lIncrease Profit 

Control of Expendable Tools—II 

Small Business and the Industrial Applications of Atomic Energy 
Increased Profits from Industrial Air Conditioning 

Surface Hardening Practices 

Increase Production with Ceramic Cutting Tools 


TECHNICAL AIDS IN ACTIVE PREPARATION 


. Uses of Ceramic Coated Metals in the Small Plant 


SMALL MARKETERS AIDS ISSUED 


Records Management in Smaller Stores 

Effective Advertising for Small Retailers 

Attracting Customers to Your Small Store 

Employee Relations for Small Retailers 

Basic Stock Control for Small Stores 

Building Sound Credit Policies for Small Stores 

Why Small Business Owners Need Sound Wills 
Providing Management Replacements in Small Business 
Competitive Tactics for Small Wholesalers 
Diversification for Small Marketers 


. Sales Training for Small Wholesalers 


Turning Customer Complaints Into Profits 
Sizing Up Small Business Locations 


. How Distributive Education Helps Small Business 
5. Appraising the Market for the Services You Offer 
16. 
. How the Department of Justice Helps Small Business 
18. 
19. 
20. 
21. 
22. 
23. 
24. 


Improving Personal Selling In Small Business 


Front Office Courtesy Pays 

Fundamental Records for Small Marketers 
Buying A Going Concern 

Pricing & Profits in Small Stores 

Term Loans in Small Business Financing 
Individuality in Retail Advertising 

Small Business and the Federal Trade Commission 


SMALL MARKETERS AIDS IN ACTIVE PREPARATION 


Are You Kidding Yourself About Your Profits 
Stock Management in Small Stores 

Public Relations for Small Business 
Profitable Buying for Small Retailers 


G0 WIS OUR Go bop 
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SMALL BUSINESS MANAGEMENT SERIES ISSUED 


An Employee Suggestion System for the Small Plant 

One Hundred and Fifty Questions for a Prospective Manufacturer 
Human Relations in Small Industry 

Improving Materials Handling in Small Plants 

Public Accounting Services for Small Manufacturers 

Cutting Office Costs in Small Plants 

Better Communications in Small Business 

Making Your Sales Figures Talk 


. Cost Accounting for Small Manufacturers 
. Design Is Your Business 


Sales Training for the Smaller Manufacturer 


2. Executive Development in Small Business 

. The Small Manufacturer and His Specialized Staff 
. The Foreman in Small Industry 

5. A Handbook of Small Business Finance 


Health Maintenance for Greater Efficiency 


. New Product Introduction for Small Business Owners 


Profitable Advertising for Small Industrial Goods Producers 
Technology and Your New Products 


SMALL BUSINESS MANAGEMENT SERIES IN ACTIVE PREPARATION 


Ratio Analysis for Small Business Owners 


Small business management series listed in order of sales 











Sales to 
No Title Date published | June 30, 
1957 
sit — di anti oli 

9 | Cost Accounting for Small Manufacturers_-.-..............- | February 1954... _. 44, 359 
6 | Cutting Office Costs in Small Plants_- apes sinenec Raia ti I i cil Ee 40, 490 
3 | Human Relations in Small Industry_._...............--.-- | May 1968. ...2:... 37, 038 
15 | A Handbook of Small Business Finance eae ....| October 1954_..__-| 36, 135 
11 | Sales Training for the Small Manufacturer. -_- nonin | EE BOs wno oak) 33, 069 
5 | Public Accounting Services for Small Manufacturers__.__.._| September 1953 31, 092 
12 | Executive Development in Small Business_. Meets in thelle din May 1054. ........ 29, 850 
8 | Making Your Sales Figures Talk , , ...| February 1954.-._- 28, 308 
4 | Improving Materials Handling in Small Plants --| Se Feee. ..--..-. 26, 815 
1 | An Employee Suggestion System for the Small Plant--- -- September 1952___- 26, 123 
7 | Better Communications in Small Business. a--2-------| February 1054... .. 21, 926 
2 | 150 Questions for a Prospective Manufacturer -- aoa April 1953. -...-..- 21, 607 
14 | The Foreman in Small Industry-_---- 55 ale sas ac atte spins Anes Scheie oaks 20, 114 
10 | Design Is Your Business. | March 1954_____._- 18, 654 
13 | The Small Manufacturer and His Specialized Staff_- -| June 1954.......... 17, 900 
17 | New Product Introduction for Small Business Owners. ----- | December 1955... 15, 540 
19 | Technology and Your New Products._..............-.----.-- Nov. 13, 1956__...- 10, 235 
16 | Health Maintenance for Greater Efficiency s ..-.--| December 1954___- 8, 205 

18 | Profitable Advertising for Small Industrial Goods Producers.| Sept. 17, 1956_....- 





7, 949 
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Typical examples and statements illustrating the effectiveness of the procure- 
ment assistance programs are: 

A small-business firm in Illinois, which had received an Air Force contract 
after issuance of a certificate of competency by this agency, reported that it 
has given orders to small-business firms totaling more than $1 million for work 
on the contract. This resulted from a request by the Small Business Administra- 
tion that the company subcontract and purchase from small firms wherever 
practicable. 

A participant at the small-business opportunity meeting in Kansas City stated: 
“T made more contacts during the 2 days that I attended the clinic than I would 
have been able to make in a whole year if I had to contact each one personally.” 

A small California manufacturer wrote the following to the SBA regional 
office at Los Angeles: “I would like to take this opportunity to thank you for your 
kind assistance and cooperation rendered me in my recent difficulty with the 
United States Air Force contract. It is refreshing to know that your office stands 
ready and willing to aid the small-business man in need of advice to help 
him get out from under the entanglements in which he finds himself * * *.” 

The Small Business Administration representative at a military installation 
nominated a small Maine firm for the opportunity to bid on a sole source item 
on which the previous contractor presumably had necessary tooling, drawings, 
and production know-how. The item was so complex as to require a symposium 
and bidders’ conference. Despite these obstacles, the small firm bid on and 
was awarded the contract at a price more than 30 percent lower than the 
Government paid on the previous purchase of the item. Further, it has 
improved on the required delivery time and has produced equipment of excep- 
tionally high quality. 

In another instance a Government purchasing office was considering cancella- 
tion of a contract held by a small-business defense production pool. The agency's 
local office interceded on the pool’s behalf and obtained an extension of the 
delivery date on the contract. Cancellation of the contract would have resulted 
in a loss of approximately $30,000 to the pool members. 

A New York firm writes: “We are pleased to advise that the referenced 
contract which specifies delivery by December 5, 1956, was completed to the 
Air Force on September 11, 1956. We are certain that this information will 
be of interest to your office since this order was awarded to us on the basis of 
the recommendation from the Small Business Administration * * * There is 
no doubt that without your intervention this contract would never have been 
made available to us. However, because of your action the Air Force and the 
Government have profited greatly.” 

The SBA assisted a small-business firm in Wichita, Kans., to ob’1in a $250,000 
advance payment from the Air Force, and a contract amounting to more than 
$900,000. This award was made at a saving of approximately $81,000 to the 
Government. 

A small manufacturer from Davenport, Iowa, who attended the small-business 
opportunity meeting at Omaha, demonstrated a small drill press devised for drill- 
ing light sheet metal without deforming it. A representative of the McDonnel 
Aircraft Co. stated that his firm had long needed such a tool to repair honey- 
comb structure used in stabilizing aircraft wings, and a contact was established 
which may save the Government considerable money in the cost of repairing 
honeycomb structure. 

As the result of intercession in their behalf by the Washington office of the 
Small Business Administration, a California manufacturer writes: “We wish 
to express our sincere thanks for your kind assistance in helping us to obtain 
the contract with the Army for electric fryers, which we received by wire 
today.” 

The agency’s Denver office referred an Air Force negotiated procurement to 2a 
small electronics firm which had requested aid in obtaining Government busi- 
ness. With further advice from the Denver staff, the firm prepared its pro- 
posal and was awarded a contract amounting to about $160,000. 

A small Baltimore firm writes: “* * * During the past year we have been 
successful in obtaining orders from the Army Chemical Center amounting to 
approximately $5,200. Orders from the General Services Administration have 
amounted to approximately $1,600. We have an export order which was sched- 
uled to move last month which amounts to $31,000 * * * All of the above orders 
were made possible from information received at your office, and we are very 
grateful for the additional business.” 
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A small Minnesota firm primarily engaged in the development of thermo- 
plastic film products, requested assistance in establishing contact with Federal 
agencies interested in thermoplastic film products, specifically balloons, para- 
chutes, etc. Through the coordination of the Minneapolis regional office, the 
Washington office, and small-business representatives in purchasing centers, the 
company was provided with the necessary information to enable them to make 
the contacts. The company has subsequently received an award for the research 
and development of mylar balloons and tetroons in the amount of $34,984. 

When requesting that a large packaging contract be set aside for small 
business, the Small Business Administration learned that the specifications 
were so restrictive as to preclude all but two bidders. The agency asked that 
these specifications be changed so as to allow small firms to bid. This was 
agreed to and the large procurement set aside for small business. This action 
assures that a small firm will be awarded a contract for approximately three- 
fourths of a million dollars on which no small-business firm otherwise could 
have qualified. 

From a small firm in Philadelphia, Pa., ‘‘“* * * Our sincere appreciation for 
the fine assistance and cooperation which your office has provided to our firm. 
The Small Business Administration was instrumental in our obtaining a high 
volume of Government contracts. A definite savings to the Government has 
resulted from your efforts and we hope that the functions of SBA will be con- 
tinued as an aid to small business. 

A small firm in Casper, Wyo., contacted the Small Business Administration 
office in Denver with regard to selling their patented electrical extension cords 
to the Federal Government. Arrangements were made for members of the firm 
to contact numerous Federal installations in the Rocky Mountain area con- 
sidered to be large potential users of their product. As a result, sufficient demand 
was created to justify the Denver regional office of the General Services Adminis- 
tration to negotiate a long-term contract with the company for supply of their 
product. General Services Administration reports receipt of requisitions for 
this product from Michigan, Louisiana, Wyoming, and Alaska, in addition to 
those from the Denver area. 

The president of a small-business plant in Wichita, Kans., states: “We would 
like to report to you on some of the clinics you have been holding, particularly in 
Hutchinson and Kansas City. We received so much information from these 
clinics that we are greatly encouraged * * *. I am pleased to tell you that 
we have received a contract from Vickers for a pilot run of parts that amounts 
to something over $9,000. They have told us that if we can produce them prop- 
erly, we can expect to have a larger quantity each month * * *. I might also 
add that since the meetings, we have had small orders from both Beech and 
Sessna, and are working on those as well.” 

When the Small Business Administration learned that the Oklahoma City air 
materiel area had issued 3 invitations for bid on 3 items with no response, it 
brought the items to the attention of a small firm in Dallas which could make 
the products. This resulted in the firm being awarded contracts to supply the 
items, and being sent to three other bases where several other nice contracts 
were obtained. 

Another letter received by the SBA Los Angeles office states: “Both my 
partner and I wish to thank you for the splendid cooperation that you and 
your office gave us regarding the Watervliet contract. We feel that without 
help we certainly would have lost the award.” 

The owner of a new shoe company in New Hampshire visited the Small Busi- 
ness Administration Boston office to obtain advice in bidding on a Navy pro- 
curement for men’s dress shoes. Information was given on obtaining bid forms 
and detailed advice presented on bid and negotiation procedure involved in a 
small-business set-aside. As a result of this detailed guidance, the firm was 
successful in obtaining an award amounting to more than $1 million. 

In order to assist the physically handicapped to obtain employment, an SBA 
field office in California, in cooperation with the Governor’s Committee for the 
Employment of the Handicapped of the State of California, brought material 
urging employment of physically handicapped personnel to the attention of 1,000 
manufacturers registered with the office. 

The following letter from a small Georgia firm was received by the Small Busi- 
ness Administration Atlanta office: “We would like to express our appreciation 
to you and your staff for helping us secure three Signal Corps contracts.” 
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A Small Business Administration representative learned that the bid of a 
small Ohio manufacturer was being considered nonresponsive because the firm 
had failed to indicate that it would furnish a qualified engine on a contract for 
gasoline-engine-driven compressors. The Small Business Administration 
promptly notified the firm that it was about to lose the award through this over- 
sight ad advised the firm to notify the contracting officer immediately if a 
qualified engine would be furnished. This was done and the firm received the 
contract for an amount of over one-half million dollars. 

Another California firm states to the Small Business Administration staff at 
the Los Angeles field office: “We wish to take this opportunity to express our 
thanks to you for your interest and quick assistance given us in obtaining this 
contract.” 

A small firm in Memphis, Tenn., writes: “We wish to thank you for the in- 
terest your office has taken in the set-aside of the Millington Naval Base contract 
for small business * * *” 

A small boatyard on Cape Cod, which was operating under a Navy contract 
had been forced to shut down for over a year pending engineering changes in the 
construction of boats. When the Navy Department refused to compensate the 
boatyard properly for the additional cost of the changes, the Small Business 
Administration interceded in behalf of the firm and the Navy Department agreed 
to review the claim. A settlement was made for the changes which were accept- 
able and which will permit the small firm to complete the contract profitably. 

From a successful bidded in Missouri: “* * * Thank you for the splendid 
cooperation and assistance that the Small Business Administration has given 
us. Through your efforts in notifying us of Government proposals opened to 
small business, we were successful in obtaining two of these contracts.” 

A small furniture manufacturer in West Virginia was the only bidder on 
an invitation to bid for dressers. The contracting officer indicated that this 
company was to be denied the award. Investigation and follow-through by the 
Small Business Administration resulted in the award of this contract to the 
small business and also allowed the manufacturer to make delivery of these 
dressers by his own trucking facilities without the necessity of expensive and 
unnecessary crating. This resulted in a substantial saving to the Government. 

Typical examples of the types of problems with which production assistance 
was given are: 

A small firm in South Carolina sought advice on the machinery, equipment, 
and plant layout required to produce liquid petroleum gas tanks of varied sizes. 
A Small Business Administration production specialist suggested that the com- 
pany begin operations by purchasing dome and side sheets which already had 
been formed and rolled, leaving only inspection of incoming material, welding, 
finish inspection, painting and shipping to be done. The specialist also suggested 
that later, as a first step in expanding operations, the company might purchase 
rolling equipment and power shears for rolling side sheets. If further expansion 
were warranted, he suggested that the next step might be the addition of equip- 
ment for hot or cold rolling the tank domes. A suggested plant layout also was 
furnished, showing location of various pieces of equipment, providing for storage 
and handling of raw steel and finished products, and making allowances for 
future expansion. The firm was advised of the requirements for certification of 
their product by the American Society of Mechanical Engineers. 

A Small Business Administration production specialist, visiting a sheet-metal 
fabricating plant in Texas, noticed that flat panels were being cleaned, degreased, 
and painted by manual dipping in tanks, although a conveyor system moved the 
panels after painting. He pointed out that, for relatively little cost, the conveyor 
system could be extended and new tanks designed so that the entire operation 
would be largely automatic. He also recommended spray painting, instead of 
dipping, to reduce costs. The company has adopted the recommendations, and 
estimates that the new installations will pay for themselves in reduced costs in 
less than 18 months. 

‘Another SBA specialist, calling on a small business in Missouri, engaged in a 
sewing operation, suggested changes in the method of loading the cutting tables 
and in moving work in process into the sewing room. As a result of these 
changes the firm was able to show a profit rather than a loss on a defense contract 
which it was then performing. 

In another case, a small metal fabrication shop was low bidder on a large 
contract for tar kettles but was in danger of losing the award. The owner 
appealed to the Small Business Administration for assistance. The company’s 
bid had been rejected by the contracting officer because he questioned its ability 
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to meet the contract requirements. An SBA specialist surveyed the plant and 
found that it actually could not meet the required specifications. When the 
specialist pointed out the reasons for his finding, the small-firm owner was con- 
vinced beyond any question. Instead of regretting loss of the contract, he then 
was very grateful to the SBA for showing him that the contract, if awarded, 
would have been disastrous to his small company. 

A small California firm which manufactures canvas items had difficulty in 
obtaining Government contracts because of poor management and lack of quality 
control. Under the SBA’s guidance, the firm improved its operations and quality 
control. As a result its Government orders have increased to the point that 
the firm now has 4 times as many employees as it did 2 years ago. 

Soon after it opened, a new department in the field of light metal stampings, 
a Texas chemical products firm found that it lacked necessary technical knowl- 
edge in many phases of the operation. An SBA representative analyzed the firm’s 
problems and located a professional engineering consultant who agreed to work 
with the firm on a part-time basis. 

The operator of a small welding shop in Minnesota developed a rough design 
of a truck tank for delivery of turkey mash directly from the mill to the feeder. 
However, he was confronted by design and production obstacles. An SBA indus- 
trial specialist suggested changes in design to simplify production and methods 
for fabricating parts and assemblies to effect cost savings. 

A group of persons who wished to form a company to manufacture railroad 
signal flares called upon the Small Business Administration for assistance. 
Agency representatives aided in obtaining a suitable location for the plant and 
in getting the necessary equipment and supplies. 

A Washington firm developed and patented a high-speed automatic wrapping 
machine to wrap and seal meats, vegetables, and bakery goods with cellophane, 
pliofilm, polyethylene, and similar materials. At the request of the manufacturer 
an SBA production specialist studied the machine and recommended that certain 
refinements be incorporated in the production units. The agency staff member 
suggested also that assembly jigs and fixtures be designed and estimates of 
assembled unit production costs be obtained. The management has now com- 
pleted the production assembly jigs and fixtures and has under production the 
first of its machines. 

A plastic molding and tool and die company in Oregon had been experiencing 
heavy financial losses due to a high percentage of rejected parts produced from 
various dies. After study of the firm’s production techniques, an SBA production 
specialist recommended that improved temperature control be adhered to in the 
casting cycle of the molding machines and that greater circulation of coolants 
adjacent to the cavities in the die blocks be provided where necessary. The firm 
is now exercising greater production and quality control and operating on a 
profitable basis. 

Typical examples of requests received for products assistance, indicating 
nature of request and type of assistance provided, are: 

A small New York concern which had acquired a large quantity of glass 
photographic negative plates in lieu of payment on a bad debt, requested assist- 
ance from the SBA in providing information which would enable it to reclaim 
the silver bromide and other forms of precious metal existing in the photographic 
emulsion. Many sources had been contacted by the small concern to obtain the 
needed information without satisfactory results. 

The SBA submitted this problem to a number of public and private technical 
information sources, and as a result a photographic emulsion removal process 
was developed. In addition, several emulsion and photographic solutions 
reclamation firms were contacted to assay value of emulsion sludge, confirming 
profitable salvage value. This technical information was transmitted to the 
small firm, including salvage sources and complete processes for stripping re- 
claimed silver-bearing emulsion and cleaning glass for resale. 

A small Pennsylvania 3-man establishment producing a dietary meat sub- 
stitute from wheat flour requested the assistance of the SBA in providing 
information on salvaging the 80-percent waste in the form of wheat starch 
slurry resulting from this operation. Several public and private sources which 
had developed information on the commercial utilization of wheat starch 
slurry were contacted and the small concern was furnished all available 
technical information on research and development concerning this particular 
subject, including publications regarding starch from wheat and other cereal 
flours, wet milling of cereal grains, making starch from wheat flour, batter 
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process for the separation of starch and gluten from wheat flours, wheat 
starch manufacture, and details of equipment needed and processing methods. 

A small Ohio concern interested in obtaining plans and specifications of 
various types of bomb shelters requested assistance from the Small Business 
Administration in providing this information. Through the cooperation of the 
Federal Civil Defense Administration, information was provided on a TV-5-2 
shelter from radioactive fallout, shelter designs, home type and industrial 
underground personnel type (30 persons). In addition, information was pro- 
vided through the cooperation of the Atomic Pnergy Commission on the avail- 
ability of Government patents on structural materials used in bomb shelters. 
The firm also was furnished information on a privately owned patented bomb 
shelter. 

A small New York concern receiving regular issues of the products list 
circular requested information on an invention listed in the circular titled 
“Drip-Proof Cup.” The small company had open productive capacity and was 
interested in manufacturing and marketing this product. The firm was put in 
touch with the owner of this invention who resided in Missouri, and within a 
week the SBA office in Kansas City reported that the inventor had been con- 
tacted by the firm and a contract arranged. 

A letter was received from a small California firm requesting information 
which would enable it to adjust its formula for producing a mastic or adhesive 
for applying aluminum wall tile to walls and ceilings so that various qualities 
could be manufactured. As industry sources for technical information on re- 
search and development of adhesives are generally of a proprietary and confi- 
dential nature, the technical information sought was obtained from Government 
research reports. These reports were the result of research contracts performed 
primarily by industrial research laboratories for the United States Government. 
This information on adhesives, together with Federal text method specification 
standard publication titled “Adhesive: Methods of Testing,” was forwarded to 
the inquiring source. In addition, the small firm was furnished patent abstracts 
of Government-owned inventions available for licensing covering the subject 
of adhesives. 

A small Maryland firm addressed the following letter to the Small Business 
Administration: “We wish to bleach our own shellae but are having difficulty 
obtaining the services of someone who knows how. We now cut shellac 
ourselves. Could you suggest a chemist or the method? Your aid will be appre- 
ciated.” Through the cooperation of industrial and governmental sources, the 
small firm was assisted by providing it with sources where the desired infor- 
mation would be available. This assistance included publications issued by the 
United States Bureau of Standards, and other publications issued by a national 
trade association. In addition a listing of the names of four manufacturers of 
bleached shellac was furnished. 

Another small industrial firm in Iowa requested assistance in obtaining infor- 
mation on the commercial development and utilization of the vast amount of 
eorncobs available in that State. After searching for a solution to this prob- 
lem, the SBA was able to furnish the following studies and reports to the firm: 

1. Corncobs: their composition, availability, agriculture and industrial 
uses. 
2. Soft grits provide low-cost method for blast cleaning metals. 
3. New abrasive for hand soaps. 
. More cob-processing plants. 
. Butyl alcohol. 
Saccharification lignin concentrates in phenalies. 
. The storage of corncobs and other agricultural residues for industrial 
use. 

Further research revealed that considerable corneob tonnage (400,000 per 
year) was being utilized in the manufacture of furfural, and that a national 
cereal manufacturer located in the State of Iowa afforded a highly potential 
marketing outlet for the small firm. 

Typical comments regarding Small Business Administration management pub- 
lications are: 

A laundryman in Long Beach, Calif., wrote: “I believe the service your De- 
partment renders * * * is outstanding and one of the best methods our Govern- 
ment has used to provide factual and educational information to the people who 
need it.” 
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A Chicago manufacturer wrote: “The publications made available by you for 
small businesses have been very helpful to us, since we are a relatively small 
company, and have benefited tremendously by these aids.” 

A Michigan firm’s sales manager wrote: ‘These publications are used in our 
own business, plus being used as a means of passing along information to our 
dealers.” 

An Ohio bank vice president wrote: ‘““We are very much in favor of your * * * 
Small Business Administration publications. We maintain a complete file for 
reference for our offices and customers.” 

A New York manufacturer said: “We find your small-business aids of great 
help. In our type of small business, where it is not possible to employ indi- 
viduals specializing in the various phases of office management and selling, we 
find your suggestions as valuable as a silent partner.” 

A New York management consultant said this of the aids: “This material is 
of excellent value. * * * It has given us many good ideas, it has taught us many 
things we did not know previously, and it has allowed us to pass on * * * tips 
to * * * manufacturers we represent.” 

Typical examples of problems for which other business counseling assistance 
was given are: 

“We are studying our office equipment and machinery to determine its practi- 
cability. * * * Have you information on current types of office machines and 
their application to various office procedures?’ Information and sources of 
information were supplied. 

“We are a food-processing concern and desire to know where we can obtain 
information concerning the maintenance of high-quality sanitation standards.” 
The concern was referred to specific trade associations and trade journals. 

“T am interested in organizing and operating a restaurant and would appreciate 
any information you could forward me.” Sources of information were supplied 
on leasing and buying a location, food preparation, recordkeeping, operational 
methods, and operating ratios for restaurants. 

One inquirer sought information concerning the reorganization of his small 
company. He was especially interested in the advisability of having as president 
a man primarily interested in research and development. As part of the counsel 
offered, the Small Business Administration suggested that he consult with officers 
of a certain company which already had a technical man as president. The busi- 
nessman followed this recommendation with satisfactory results. 

“T should like information with reference to a small business dealing in air 
compressors and equipment related to skin diving.” Sources of information on 
the manufacture, cost, and merchandising of air compressors and other types of 
skin-diving equipment were supplied. 

“T plan to open a used-clothing store and would appreciate information con- 
cerning this type of business—store operation, capital investment, taxes and 
licenses, factory rejects, etc.” Information was obtained from a Government 
specialist in the retail clothing field and forwarded to the inquirer. 

Typical comments from businessmen who have completed cosponsored adminis- 
trative management courses are: 

“I am taking back to the office help that I’ll be able to use and apply with an 
understanding I haven’t had in the past.” 

“T think this type course should be recommended to all persons entering into 
business. We've learned most of the points mentioned the hard way.” 

“The financing knowledge picked up helped me to secure financing that I 
couldn’t have gotten otherwise. This is worth more to me than the cost of the 
entire course.” 

“This course has helped me decide on making a major change in my business. 
This is due to no specific statement or lecture, but to the general information 
gained from the entire course.” 

“I received more than my money’s worth of knowledge and believe that more 
small-business men should be given the opportunity to take such a course.” 
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CIVIL SERVICE COMMISSION 
RePortT oF UNITED STATES Civit SERVICE COMMISSION ON WOC EMPLOYEES 


Section 710 of the Defense Production Act authorizes the President to employ 
persons of outstanding experience and ability without compensation to the 
extent that he deems necessary and appropriate in order to carry out the pro- 
visions of the act. The act provides that the President shall be guided in the 
exercise of the authority by policies set forth in the act. Subsection 710 (b) (7) 
of the Defense Production Act further provides as follows: 

“At least once every three months the Chairman of the United States Civil 
Service Commission shall survey appointments made under this subsection and 
shall report to the President and the Joint Committee on Defense Production 
and make such recommendations as he may deem proper.” 

The following report of the Chairman of the United States Civil Service Com- 
mission covers the period from July 1, 1957, to September 30, 1957. 


Report oF SURVEY UNDER PARAGRAPH 710(B) (7) OF THE DEFENSE PropucTION AcT 
AND SECTION 305(A) oF EXECUTIVE ORDER 10647 


INTRODUCTION 


This survey covers appointments under the authority of subsections 710 (b) 
and 710 (c) of the Defense Production Act, as amended by Public Law 295, and 
Executive Order 10647 for the period July 1, 1957, through September 30, 1957. 
It is submitted in compliance with those parts of the law and the Executive 
order which require the Chairman of the United States Civil Service Commis- 
sion to survey such appointments at least once every 3 months and report his 
findings to the President and to the Joint Committee on Defense Production. 

The report consists of (a), a statistical summary of WOC’s on the roils or 
appointed during the period; (0), a statistical summary of the paid consultants 
or experts on the rolls or appointed during the period, and (c), a narrative 
statement covering the findings in each of the departments or agencies covered 
by the survey. 

In the quarter covered by this report, the number of WOC consultants on the 
rolls remained almost constant, with 149 being employed on July 1, 1957, as 
compared to 148 on September 30. There were 19 appointments and 20 separa- 
tions. Actually, there were even fewer completely new appointments because 
it is the practice of the Department of the Army to separate all consultants 
as of the end of the fiscal year. The 11 new appointments made by the Army 
were actually reappointments of consultants who had been on the rolls the 
previous fiscal year. 

While the survey indicated an increase from 89 to 108 WAE consultants on 
the rells during the 3-month preiod, here again these were not all new appoint- 
ments but represented 15 reappointments in the Department of the Army and 3 
reappointments in the Interstate Commerce Commission of consultants who had 
been on the rolls the previous quarter but who were separated on June 30. 

Minor corrections are necessary with regard to the statistical summary fur- 
nished with the report for the quarter ending June 30, 1957. The table on page 2 
showed 88 WOC consultants on the rolls of the Commerce Department. Actually, 
this should have been 89. One appointment was made on June 28, 1957, which 
had not been officially recorded at the time of our last survey. The same table 
recorded 2 WOC consultants on the rolls of the General Services Administration 
on June 30, 1957, and 6 on the rolls of the Interstate Commerce Commission. 
These figures should have been 1 and 5, respectively, because of separations which 
had occurred but which had not been officially recorded at the time of our last 
survey. 

The table on page 3 of the report for the period ending June 30, 1957, requires 
correction. Two WOC consultants were separated from the rolls of the De- 
partment of Commerce on June 30. These separations were not reported in 
time to be included in our last report. The total number of w. a. e.’s on the 
rolis of the Interstate Commerce Commission should also be reduced by one for 
the reason that a resignation on June 30, 1957, was not reported in time to be 
included in our survey report. 

As in the cases of WOC consultants, the Defense Department separated all 
w. a. e. consultants and experts as of close of business, June 30, 1957. The 15 
new appointments were actually reappointments of consultants who had been 
on the rolls the previous quarter. 
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The survey disclosed compliance on the part of all agencies in making new 
appointments under these authorities and in securing the necessary periodical 
statements from incumbents in all cases except one. This exception is dis- 
cussed in the narrative statement covering the General Services Administration. 


I. Statistical summary appointees without compensation 











WOC's on | WOC ap- | WOC's WOC’s on | Numberin | Number in 
Agency rolis, July | pointments,| separated, rolls Sept. advisory | other than 
1, 1957 July 1- July 1- 30, 1957 positions advisory 
| Sept. 30, 1957 | Sept. 30, 1957 position 
| 
Commerce... -_..- 189 | 6 | 14 | 81 | 68 | 13 
ODM 49 | 2 | 4 | 47 | 46 1 
Interior__- 0 | 0 | 0 | 0 | 0 | 0 
Defense: | | | | | 
Office of 
Secretary - -- 0 0} 0 0] 0 0 
Army........- 20 | 11 | 0 | 11 11 0 
Air Force__.-_| 5 | 0 | 2 | 3 | 3 0 
Navy. : 0 | 0 | 0 0 0 0 
GSA... = 31 | 0 | 0 1 1 0 
nck. d he 45 0 0 5 5 | 0 
Labor..... 0 0 | 0 0 0 0 
Total ....<--:| 149 19 | 20 148 134 14 


| | | | 
| | | | 


1 Discrepancy due to agency failure to report one anpointment which oceurred on June 28, 1957. 
2 The appointments of the 11 employees shown on Jast survey'expired on June 30, 1957. 

3 Discrepancy due to agency failure to report one separation which occurred on Apr. 16, 1957. 

‘ Discrepancy due to resignation effective close of business June 30, 1957. 


If. Statistical summary, consultants and experts—WAKE—not to exceed $50 
per day 


WAE’s on WAE’s WAE’s ' Total WAE’s 
Agency rolls July 1, 1957 | appointed July separated July on rolls as of 
1-Sept. 30, 1957 1-Sept. 30, 1957 Sept. 30, 1957 
Commerce . - | 141 2 1 12 
0.D.M f c 62 5 1 6 
Interior 6 2 3 5 
Defense Department i 
Office of Secretary 1 0 0 1 
Army.. 20 15 0 15 
NAVY..«--n0b> na 0 0 0 | 0 
General Services Administra- 
tion. -- 6 1 1 6 
interstate Commerce Commis- | 
sion... 33 0 0) 3 
Labor. - -_- 7 , 0 0 0 0 
Total_.. ‘5 89 25 6 108 


1 Decrease of 2 WAE’s from previous period, since separation on June 30, 1957, not reported in time for 
last survey. : " 

2 Discrepancy due to expiration of 15 appointments on June 30, 1957. 

3 Discrepancy due to | resignation effective close of business June 30, 1957. 


SUMMARY BY AGENCIES 
Commerce 

On July 1, 1957, the Department of Commerce had 89 appointees on its rolls 
under section 710 (b) of the Defense Production Act and section 101 (a) of 
Executive Order 10647. Between July 1 and September 30, 1957, there were 6 
new appointments and 14 separations so that as of September 30, 1957, there 
were 81 employees carried on a WOC basis under the provisions of the Defense 
Production Act. Sixty-eight of these WOC employees were serving in advisory 
positions while 13 were in positions having operating responsibility. 

The files covering the 6 new appointees were reviewed in detail. There were 
no irregularities of any kind. The written certification by the head of the 
agency required by section 301 (a) of the Executive order, was present in all 
eases as well as the supporting statements required by section 301 (b). Changes 
in financial statements had been filed with the Federal Register Division as 
required, and within prescribed time limits. 
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On July 1, 1957, the Department of Commerce had 11 appointees on its rolls 
under the authority of section 710 (c) of the Defense Production Act. During 
the 3 months’ period covered by this survey there were 2 new appointments 
and 1 separation so that there were 12 employed under this authority at the end 
of the period. The personnel files of the two new appointees were reviewed in 
detail. These appointees were found to be fully qualified and properly serving 
in consultant positions. 

There had been no change in the procedures and detailed instructions issued 
by the agency covering the appointment of consultants and experts. 


Office of Defense Mobilization 


On July 1, 1957, the Office of Defense Mobilization had 49 appointees on its 
rolls under section 710 (b) of the Defense Production Act and section 101 (a) 
of Executive Order 10647. Between July 1 and September 30, 1957, there were 
2 new appointments and 4 separations so that as of September 30, 1957, there 
were 47 appointees on the rolls of this agency under these authorities. 

The review of the files in the cases of the 2 new appointees indicated that the 
4-point certification required by section 301 (a) of the Executive order had 
been made, Copies of the required statements which had been sent to the 
Federal Register Division within the 30-day period were in the files, Required 
supporting statements were also present. Changes in financial statements re- 
quired by section 302 (c) of the Executive order had been filed for publication 
in the Federal Register within prescribed time limits in all required cases. 

One operating job, the Assistant Director for Labor, is occupied by a person 
serving under section 101 (a) of the Executive order. 

In the survey report for the period ending June 30, 1957, it was indicated 
that 1 person appointed under section 101 (a) appeared to lack the outstanding 
qualifications usually associated with persons occupying these positions. The 
services of this individual were not utilized during the quarter ending Septem- 
ber 30. Agency officials are currently reviewing this case to determine whether 
this individual has special qualifications which were not apparent in his file. This 
review will be completed before any job assignment is made. 

On July 1, 1957, the Office of Defense Mobilization had 62 appointees on its 
rolls under the authority of section 710 (¢c) of the Defense Production Act. Be- 
tween July 1 and September 30, 1957, there were 5 new appointments under this 
authority and 1 separation. There were a total of 66 WAWD experts and con- 
sultants on the rolls as of September 30, 1957. The personnel folders of the 
5 new appointees were reviewed in detail and indicated that all were qualified 
for appointment and serving in consultant positions. 

This agency has issued no new instructions relating to the employment of 
persons without compensation under the Defense Production Act. 


Interior 


The Department of the Interior had no WOC employees on its rolls under 
the authorities of section 710 (b) of the Defense Production Act and section 
101 (a) of Executive Order 10647. 

The Department of the Interior had 6 consultants and experts on its rolls on 
July 1, 1957, under the provisions of subsection 710 (c) of the Defense Produc- 
tion Act and section 101 (b) of Executive Order 10647. There were 2 appoint- 
ments and 8 separations during the 3-month period so that as of September 30, 
1957, there was a total of 5 w. a. e. consultants and experts on the rolls. A 
review was made of the personnel folders of the two new appointees which re- 
vealed that both were well qualified for appointment and properly serving in 
consultant positions. 

The agency has made no changes in its instructions relating to the employ- 
ment of persons without compensation under the Defense Production Act. 


Department of Defense 


Office of the Seeretary.—The Office of the Secretary of Defense made no ap- 
pointments of WOC’s during this 3-month period. 

On July 1, 1957, this Office had one appointee on its rolls under the provisions 
of subsection 710 (c) of the Defense Production Act. There were no new ap- 
pointments or separations during the 3-month period covered by this survey. 

Army.—As indicated in the introduction to this report, the Department of the 
Army separated all of its WOC consultants as of the close of business, June 
30, 1957. During the first 2 weeks of the new quarter beginning July 1, 1957, 
the Army reappointed the 11 WOC consultants that had been on the rolls as of 
June 30, 1957. There were no other appointments or separations during the 
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8-month period covered by this survey. The files covering the reappointment 
of these 11 consultants were reviewed and indicated that all of the requirements 
of the Defense Production Act and the Executive order had been met. It 
was also found that the required financial statements had been filed with the 
Federal Register Division within prescribed time limits. 

As of June 80, 1957, the Department of the Army separated the 15 con- 
sultants carried on its rolls under the provisions of subsection 710 (c) of the 
Defense Production Act. During the first 30 days of the quarter beginning 
July 1, 1957, all 15 of the consultants who had previously been on the rolls were 
reappointed. There were no appointments aside from these nor were there any 
separations during the 3-month period covered by this survey. The files of the 
15 appointees were reviewed in detail and all were found to be qualified and 
properly serving in consultant positions. 

There has been no change in the general instructions and guides issued 
by the Army concerning the employment of persons without compensation. 

Air Force.—On July 1, 1957, the Department of the Air Force had five WOC 
consultants on its rolls under the provisions of subsection 710 (b) of the De- 
fense Production Act. There were no appointments during the 3-month period 
covered by this survey. There were 2 separations so that as of September 30, 
1957, the Air Force had 3 employees on its rolls serving under the provisions 
of this authority. Revised financial statements under the provisions of sec- 
tion 302 (c) of the Executive order had been filed with the Federal Register 
Division in all required cases. 

The Department of the Air Force had no consultants or experts on its rolls 
under the provisions of subsection 710 (c) of the Defense Production Act. 

The instructions and guides issued by the Air Force relating to the employ- 
ment of persons without compensation under the Defense Production Act had 
not been revised since our previous report. 

Navy.—The Department of the Navy had no appointees under any provisions 
of the Defense Production Act or Executive Order 10647 on its rolls during this 
3-month period. 


General Services Administration 


On July 1, 1957, the General Services Administration had one WOC employee 
on its rolls under the provisions of subsection 710 (b) of the Defense Produc- 
tion Act. There were no new appointments or separations under this author- 
ity during the period covered by this survey. 

Our survey disclosed that the certification required by section 302 (c) had 
not been obtained for Mr. John Gelock. Agency officials will obtain this cer- 
tification as soon as possible. It should be noted that Mr. Gelock’s services have 
not yet been utilized even though he is carried on the rolls. There will be 
a check made to see that there has been compliance with this requirement at 
the time of our next survey. 

On July 1, 1957, the General Services Administration had 6 appointees on 
its rolls under the provisions of subsection 710 (c) of the Defense Production 
Act. During the 3-month period there was 1 new appointment and one separa- 
tion so that the number of WAE’s on the rolls remained the same at the end 
of the period. A review was made of the personnel file in the case of the new 
a serge which indicated that he was fully qualified and serving in an expert 
position. 

Instructions issued by the General Services Administration relating to the 
employment of WOC consultants had not been changed since our previous 
report. 


Interstate Commerce Commission 


On July 1, 1957, the Interstate Commerce Commission had 5 appointees on 
its rolls under subsection 710 (b) of the Defense Production Act. There were 
no appointments or separations during the period covered by this survey. All 
requirements with regard to material filed for publication in the Federal Register 
have been met. 

On July 1, 1957, the Interstate Commerce Commission had three WAE con- 
sultants on its rolls under the provisions of subsection 710 (c) of the Defense 
Production Act. There were no new appointments or separations between July 
1 and September 30, 1957. 


NATIONAL DEFENSE PRODUCTION 





389 


There have been no instructions issued by the Interstate 'Commerce Com- 
mission with regard to the employment of consultants without compensation 


since our previous report. 
Labor 


The Department of Labor had had no appointees on its rolls under any pro- 
visions of the Defense Production Act or Executive Order 10647 during the 


8-month period covered by this survey. 


List of Executive orders issued under the authority of the Defense Production 
Act of 1950, as amended, in whole or in part, to Nov. 1, 1956 


Date of order | Federal Register 
citation 


Sept. 9,1950 | 15 F. R. 6103... 


Execu- 
tive Title of order 
Order 
No. 
aa as a 
10160....| Providing for the preservation of records for 
certain purposes of the Defense Production 
Act of 1950. 
10161_...| Delegating certain functions of the President 
under the Defense Production Act of 1950. 
10182__..| Providing for the appointment of certain per- 


sons under the Defense Production Act of 
1950, and prescribing regulations for their 
exemption from certain conflict of interest 
statutes. 

10193__..| Providing for the conduct of the mobilization 
effort of the Government, 

10200....| Establishing the Defense Production Admin- 
istration. 

10205....| Amending Executive Order No. 10182 relating 
to the appointment of certain persons under 
the Defense Production Act of 1950. 

10219.... —— certain responsibilities of Federal 
agencies with respect to transportation and 


storage. 

10223....| Further providing for the performance of 

| certain functions under the Defense Pro- 

duction Act of 1950. 

10224._..| Establishing the National Advisory Board on 
Mobilization Policy. 

10233....| Amending Executive Order No. 10161 with 
respect to wage stabilization and settlement 
of labor disputes. 


10281....| Defense materials procurement and supply- .-.|- 


10301....| Amending Executive Order No. 10161, as 
amended, to provide for alternate members 
of the Wage Stabilization Board. 

10308_...| Improving the means for obtaining compliance 

with the nondiscrimination provisions of 

Federal contracts, 

10323....| Transferring certain functions and delegating 

certain powers to the Small Defense Plants 

Administration. 

10324....| Amending Executive Order No. 10161 of Sept. 

9, 1950, with respect to the definitions of 

“solid fuels’ and ‘“‘domestic transportation, 

storage, and port facilities.” 

10359....| Amending Executive Order No. 10161, as 

| amended, with respect to certain plant fibers. 

10370....| Delegating certain authority of the President 

to the Small Defense Plants Administrator. 

10373....| Amending Executive Order No. 10161 with 

respect to real-estate credit. 

10377....| Providing for the composition of the Wage 

| Stabilization Board. 

10390....| Amending Executive Order No. 10161 of Sept. 
9, 1950, as amended, to Revs for certain 
a members of the Wage Stabilization 

oar 


10433__..| Further providing for the administration of the 
Defense Production Act of 1950, as amended. 

10434_...| Suspension of wage and salary controls under 
the Defense Production Act of 1950, as 
amended. 

10461... -- Deans and transferring certain functions 
and affairs to the Office of Defense Mobili- 





zation provided for in Reorganization Plan 
No, 3 of 1953. 

10467....| Further providing for ‘the administration of 
the Defense Production Act of 1950, as 
amended, 





Nov. 21, 1950 | 15 F. R. 8013... 
| 
Dec. 16,1950 | 15 F. R. 9031.._- 


Jan, 3,1951 | 16 F. R. 61..-... 
Jan, 16,1951 | 16 F. R. 419..... 


Feb. 28,1951 | 16 F. R. 1983._.. 
Mar. 10,1951 | 16 F. R. 2247.... 


Mar. 15,1951 | 16 F, R. 2543... 
Apr. 21,1951 | 16 F. R. 3503-_.- 


Aug. 28,1951) 16 F. R. 8789... 
Nov, 2,1951 | 16 F. R. 11257._- 


Dec. 3,1951 | 16 F. R, 12303... 


Feb, 5,1952 | 17 F. R. 1145...- 


Feb. 6,1952 | 17 F. R, 1171...- 


June 9, 1952 | 17 F. R. 5269... 
July 7,1952 | 17 F. R. 6141_.-- 
July 14,1952 | 17 F. R, 6425._-- 
July 25,1952 | 17 F. R. 6891..-. 
Aug. 30,1952 | 17 F. R. 7995... 


| 


Feb. 4,1953 | 18 F. R. 761.... 
Feb. 6,1953 | 18 F. R. 800..._- 


June 17,1953 | 18 F. R. 3513... 


June 30,1953 | 18 F. R, 3777... 


Date of Fed- 
eral Register 


Sept. 


Dec. 
Jan, 


Jan. 
Mar, 
Mar. 


Mar. 
Apr. 


Aug. 
Nov. 


Dee, 
Feb. 
Feb. 
June 
July 


July 
July 


Sept. 


Feb. 
Feb. 


June 


July 





12, 1950 


2, 1951 


13, 1951 


20, 1951 
24, 1951 


30, 1951 
6, 1951 


6, 1951 
6, 1952 
7, 1952 
11, 1952 
9, 1952 
16, 1952 


29, 1952 
4, 1952 


6, 1953 
10, 1953 


19, 1953 


2, 1953 
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List of Executive orders issued under the authority of the Defense Production 
Act of 1950, as amended, in whole or in part, to Now. 1, 1956—Continued 














Execu- 
tive Title of order | Date of order | Federal Register | Date of Fed- 
Order citation | eral Register 
No. 
aa ee, Nainital ah lite 
10480....,; Further providing for the administration of | Aug. 14,1953 | 18 F. R. 4939....| Aug. 20, 1953 


the defense mobilization program. } | 
10489....| Providing for the administration of certain | Sept. 26,1953 | 18 F. R. 6201..--| 
loan and guaranty functions under the De- | 


} 
| Sept. 29, 1953 
fense Production Act of 1950,as amended. | 


10493..... Delegating certain functions of the President | Oct. 14,1953 | 18 F. R. 6583_.-.| Oct. 16,1953 
to the Administrator of the Smal] Business | 
Administration. 

10494__..| Disposition of functions remaining under --.-. ee 18. Fi: BR. 6686 .625)c. ce QOioNu.. 
title IV of the Defense Production Act. | | 

10504....; Transferring certain functions, powers, and | Dec. 1,1953 | 18 F. R. 7767..-.| Dec. 3, 1953 

| duties to the Small Business Administration. } 

10537..... Amending Executive Orders Nos. 10219 and | June 22,1954 | 19 F. R. 3807..-_| Jume 22, 1054 


10480 with respect to the designation of a 
Commissioner of the Interstate Commerce | 
Commission to perform certain functions. 
10574..... Amendment of Executive Order No. 10480 | 
providing for the administration of the de- 
fense mobilization program. 
10634_...| Providing for loans to aid in the reconstruc- | Aug. 25, 1955 
tion, rehabilitation, and replacement of facil- 
ities which are destroyed or damaged by a 
major disaster and which are required for 
national defense. 
10647_...| Providing for the appointment of certain per- | Nov. 28,1955 | 20 F. R. 8769__.- 
sons under the Defense Production Act of | 
1950, as amended. | 


Nov. 5,1954 | 19 F. R. 7249..-.| Nov. 9, 1954 


20 F. R. 6433_...| Sept. 1, 1955 


Nov. 30, 1955 


10660....| Providing for the establishment of a National | Feb. 15,1956 | 21 F. R.1117..-.| Feb. 18, 1956 
Defense Executive Reserve. | 
10662....| Amendment of Executive Order No. 10480 | Mar. 13,1956 | 21 F. R. 1673..--| Mar. 16, 1956 


and revocation of Executive Order No. 10160, 
relating to the administration of the Defense | 
Production Act of 1950. | 





THE DEFENSE PRODUCTION ACT OF 1950, AS AMENDED * 


AN ACT To establish a system of priorities and allocations for materials and facilities, 
authorize the requisitioning thereof, provide financial assistance for expansion of pro- 
ductive capacity and supply, provide for price and wage stabilization, provide for the 
settlement of labor disputes, strengthen controls over credit, and by these measures 
facilitate the production of goods and services necessary for the national security, and 
for other purposes 


Be it enacted by the Senate and House of Representatives of the United States 
of American in Congress assembled, That this Act, divided into titles, may be cited 
as “the Defense Production Act of 1950.” 


TABLE OF CONTENTS 


Title I. Priorities and allocations. 

Title II. Authority to requisition.? 

Title III. Expansion of productive capacity and supply. 
Title IV. Price and wage stabilization.* 

Title V. Settlement of labor disputes.’ 

Title VI. Control of consumer and real estate credit.? 
Title VII. General provisions. 


DECLARATION OF POLICY 


Sec. 2. In view of the present international situation and in order to provide 
for the national defense and national security, our mobilization effort continues 





1Public Law 774, 81 Cong., September 8, 1950, ch. 932, 64 Stat. 798, 50 U. S. C. App. 
2061-2166; Public Law 69, 82d Cong., June 30, 1951, ch. 198; Public Law 96, 82d Cong., 
July 31, 1951, ch. 275, 65 Stat. 134, 50 U. S.C. App. 2061-2166; Public Law 429, 82d 
Cong., June 30, 1952, ch. 530, 66 Stat. 296, 50 U. S. C. App. 2061-2166; Public Law 95, 
83d Cong., June 30, 1953, ch. 171; Public Law 119, 84th Cong., June 30, 1955, ch. 251; 
Public Law 295, 84th Cong., August 9, 1955, ch. 655, 69 Stat. 580, 50 U. S. C. wae 2061- 
2166 (effective as of the close of July 31, 1955); Public Law 632, 84th Cong., June 29, 
1956, ch. 474, 70 Stat. 408, 50 U. S. é. App. 2061-2166 (1956 amendment to sec. 712 (e) 
effective July 1, 1956). 

2 Terminated June 30, 1953. 

* Terminated April 30, 1953. 
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to require some diversion of certain materials and facilities from civilian use 
to military and related purposes. It also requires the development of prepared- 
ness programs and the expansion of productive capacity and supply beyond 
the levels needed to meet the civilian demand, in order to reduce the time 
required for full mobilization in the event of an attack on the United States. 

In order to insure productive capacity in the event of such an attack on the 
United States, it is the policy of the Congress to encourage the geographical 
dispersal of the industrial facilities of the United States in the interest of the 
national defense, and to discourage the concentration of such productive facili- 
ties within limited geographical areas which are vulnerable to attack by an 
enemy of the United States. In the construction of any Government-owned 
industrial facilities, in the rendition of any Government financial assistance for 
the construction, expansion, or improvement of any industrial facilities, and in 
the procurement of goods and services, under this or any other Act, each de- 
partment and agency of the Executive Branch shall apply, under the coordina- 
tion of the Office of Defense Mobilization, when practicable and consistent with 
existing law and the desirability for maintaining a sound economy, the principle 
of the geographical dispersal of such facilities in the interest of national defense. 
Nothing contained in this paragraph shall preclude the use of existing industrial 
facilities. 

TITLE I—PRIORITIES AND ALLOCATION 


Sec. 101. (a) The President is hereby authorized (1) to require that perform- 
ance under contracts or orders (other than contracts of employment) which 
he deems necessary or appropriate to promote the national defense shall take 
priority over performance under any other contract or order, and, for the 
purpose of assuring such priority, to require acceptance and performance of 
such contracts or orders in preference to other contracts or orders by any person 
he finds to be capable of their performance, and (2) to allocate materials and 
facilities in such manner, upon such conditions, and to such extent as he shall 
deem necessary or appropriate to promote the national defense. 

(b) The powers granted in this section shall not be used to control the general 
distribution of any material in the civilian market unless the President finds 
(1) that such material is a scarce and critical material essential to the national 
defense, and (2) that the requirements of the national defense for such material 
cannot otherwise be met without creating a significant dislocation of the normal 
distribution of such material in the civilian market to such a degree as to create 
appreciable hardship. 

Sec. 102. In order to prevent hoarding, no person shall accumulate (1) in 
excess of the reasonable demands of business, personal, or home consumption, 
or (2) for the purpose of resale at prices in excess of prevailing market prices, 
materials which have been designated by the President as scarce materials or 
materials the supply of which would be threatened by such accumulation. The 
President shall order published in the Federal Register, and in such other manner 
as he may deem appropriate, every designation of materials the accumulation 
of which is unlawful and any withdrawal of such designation. In making such 
designations the President may prescribe such conditions with respect to the 
accumulation of materials in excess of the reasonable demands of business, 
personal, or home consumption as he deems necessary to carry out the objectives 
of this Act. This section shall not be construed to limit the authority contained 
in sections 101 and 704 of this Act. 

Sec. 103. Any person who willfully performs any act prohibited, or willfully 
fails to perform any act required, by the provisions of this title or any rule, 
regulation, or order thereunder, shall, upon conviction, be fined not more than 
$10,000 or imprisoned for not more than one year, or both. 

Sec. 104. Import ConTROLS. Terminated at the close of June 30, 1953, by section 
11, 1953, amendments. 


TITLE II—AUTHORITY TO REQUISITION AND CONDEMN 
Terminated at the close of June 30, 1953, by section 11, 1953, amendments. 
TITLE III—EXPANSION OF PRODUCTIVE CAPACITY AND SUPPLY 


Src. 301. (a) In order to expedite production and deliveries or services under 
Government contracts, the President may authorize, subject to such regulations 
as he may prescribe, the Department of the Army, the Department of the Navy, 
the Department of the Air Force, the Department of Commerce, and such other 
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agencies of the United States engaged in procurement for the national defense 
as he may designate (hereinafter referred to as “guaranteeing agencies’’), with- 
out regard to provisions of law relating to the making, performance, amendment, 
or modification of contracts, to guarantee in whole or in part any public or private 
financing institution (including any Federal Reserve bank), by commitment to 
purchase, agreement to share losses, or otherwise, against loss of principal or 
interest on any loan, discount, or advance, or on any commitment in connection 
therewith, which may be made by such financing institution for the purpose of 
financing any contractor, subcontractor, or other person in connection with the 
performance of any contract or other operation deemed by the guaranteeing 
agency to be necessary to expedite production and deliveries or services under 
Government contracts for the procurement of materials or the performance of 
services for the national defense, or for the purpose of financing any contractor, 
subcontractor, or other person in connection with or in contemplation of the 
termination, in the interest of the United States, of any contract made for the 
national defense ; but no small-business concern (as defined in section 714 (a) (1) 
of this Act) shall be held ineligible for the issuance of such a guaranty by reason 
of alternative sources of supply. 

(b) Any Federal agency or any Federal Reserve bank, when designated by the 
President, is hereby authorized to act, on behalf of any guaranteeing agency, as 
fiscal agent of the United States in the making of such contracts of guarantee 
and in otherwise carrying out the purposes of this section. All such funds as 
may be necessary to enable any such fiscal agent to carry out any guarantee made 
by it on behalf of any guaranteeing agency shall be supplied and disbursed by or 
under authority from such guaranteeing agency. No such fiscal agent shall have 
any responsibility or accountability except as agent in taking any action pursuant 
to or under authority of the provisions of this section. Each such fiscal agent 
shall be reimbursed by each guaranteeing agency for all expenses and losses in- 
curred by such fiscal agent in acting as agent on behalf of such guaranteeing 
agency, including among such expenses, notwithstanding any other provision of 
law, attorneys’ fees and expenses of litigation. 

(c) All actions and operations of such fiscal agents ander authority of or pur- 
suant to this section shall be subject to the supervision of the President, and to 
such regulations as he may prescribe; and the President is authorized to pre- 
scribe, either specifically or by maximum limits or otherwise, rates of interest, 
guarantee and commitment fees, and other charges which may be made in con- 
nection with loans, discounts, advances, or commitments guaranteed by the guar- 
anteeing agencies through such fiscal agents, and to prescribe regulations gov- 
erning the forms and procedures (which shall be uniform to the extent practi- 
cable) to be utilized in connection with such guarantees. 

(d) Each guaranteeing agency is hereby authorized to use for the purposes of 
this section any funds which have heretofore been appropriated or allocated or 
which hereafter may be appropriated or allocated to it, or which are or may 
become available to it, for such purposes or for the purpose of meeting the neces- 
sities of the national defense. 

Sec. 302. To expedite production and deliveries or services to aid in carrying 
out Government contracts for the procurement of materials or the performance 
of services for the national defense, the President may make provision for loans 
(including participations in, or guarantees of, loans) to private business enter- 
prises (including research corporations not organized for profit) for the expan- 
sion of capacity, the development of technological processes, or the production of 
essential materials, including the exploration, development, and mining of stra- 
tegic and critical metals and minerals, and manufacture of newsprint. Sueh 
loans may be made without regard to the limitations of existing law and on such 
terms and conditions as the President deems necessary, except that financial 
assistance may be extended only to the extent that it is not otherwise available on 
reasonable terms. 

Sec. 303. (a) To assist in carrying out the objectives of this Act, the President 
may make provision (1) for purchases of or commitments to purchase metals, 
minerals, and other materials, for Government use or reSale; and (2) for the 
encouragement of exploration, development, and mining of critical and strategic 
minerals and metals: Provided, however, That purchases for resale under this 
subsection shall not include that part of the supply of an agricultural commodity 
which is domestically produced except insofar as such domestically produced 
supply may be purchased for resale for industrial uses or stockpiling, and no 
commodity purchased under this subsection shall be sold at less than the estab- 
lished ceiling price for such commodity (except that minerals and metals shall 
not be sold at less than the established ceiling price, or the current domestic 
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market price, whichever is lower), or, if no ceiling price has been established, 
the higher of the following: (i) the current domestic market price for such 
commodity, or (ii) the minimum sale price established for agricultural commodi- 
ties owned or controlled by the Commodity Credit Corporation as provided in 
section 407 of Public Law 439, Bighty-first Congress: Provided further, however, 
That no purchase or commitment to purchase any imported agricultural com- 
modity shall be made calling for delivery more than one year after the expira- 
tion of this Act. 

(b) Subject to the limitations in subsection (a), purchases and commitments 
to purchase and sales under such subsection may be made without regard to 
the limitations of existing law, for such quantities, and on such terms and , 
conditions, including advance payments, and for such periods, but not extending 
beyond June 30, 1965, as the President deems necessary, except that purchases 
or commitments to purchase involving higher than established ceiling prices 
(or if there be no established ceiling prices, currently prevailing market prices) 
or anticipated loss on resale shall not be made unless it is determined that 
supply of the materials could not be effectively increased at lower prices or on 
terms more favorable to the Government, or that such purchases are necessary 
to assure the availability to the United States of overseas supplies. 

(c) If the President finds— 

(1) that under generally fair and equitable ceiling prices for any raw or non- 
processed material, there will result a decrease in supplies from high-cost sources 
of such material, and that the continuation of such supplies is necessary to carry 
out the objectives of the Act; or 

(2) that an increase in cost of transportation is temporary in character and 
threatens to impair maximum production or supply in any area at stable prices 
of any materials, 
he may make provision for subsidy payments on any such domestically produced 
material other than an agricultural commodity in such amounts and in such 
manner (including purchases of such material and its resale at a loss without 
regard to the limitations of existing law), and on such terms and conditions, as he 
determines to be necessary to insure that supplies from such high-cost sources are 
continued, or that maximum production or supply in such area at stable prices of 
such materials is maintained, as the case may be. 

(d) The procurement power granted to the President by this section shall 
include the power to transport and store and have processed and refined, any 
materials procured under this section. 

(e) When in his judgment it will aid the national defense, the President is au- 
thorized to install additional equipment, facilities, processes, or improvements to 
plants, factories, and other industrial facilities owned by the United States Gov- 
ernment, and to install Government-owned equipment in plants, factories, and 
other industrial facilities owned by private persons. 

(f) Notwithstanding any other provision of law to the contrary, metals, min- 
erals, and materials acquired pursuant to the provisions of this section which, in 
the judgment of the President, are excess to the needs of programs under this Act, 
shall be transferred to the national sockpile established pursuant to the Act of 
June 7, 1939, as amended (50 U. S. C. 98-98h), when the President deems such 
action to be in the public interest. 

Transfers made pursuant to this subsection shall be made without charge 
against or reimbursement from funds available under such Act of June 7, 1939, as 
amended, except that costs incident to such transfer other than acquisition costs 
shall be paid or reimbursed from such funds, and the acquisition costs of such 
metals, minerals, and materials transferred shall be deemed to be net losses in- 
curred by the transferring agency and the notes payable issued to the Secretary 
of the Treasury representing the amounts thereof shall be canceled. Upon the 
cancellation of any such notes the aggregate amount of borrowing which may be 
outstanding at any one time under section 304 (b) of this Act, as amended, shall 
be reduced in an amount equal to the amount of any notes so canceled. 

(g) When in his judgment it will aid the national defense, and upon a certifi- 
cation by the Secretary of Agriculture or the Secretary of the Interior that a par- 
ticular strategic and critical material is likely to be in short supply in time of war 
or other national emergency, the President may make provision for the develop- 
ment of substitutes for such strategic and critical materials. 

Sec. 304. (a) For the purposes of sections 302 and 303, the President is hereby 
authorized to utilize such existing departments, agencies, officials, or corporations 
of the Government as he may deem appropriate, or to create new agencies (other 
than corporations). 
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(b) Any agency created under this section, and any department, agency, offi- 
cial, or corporation utilized pursuant to this section is authorized, subject to the 
approval of the President, to borrow from the Treasury of the United States, such 
sums of money as may be necessary to carry out its functions under sections 302 
and 303: Provided, That the amount borrowed under the provisions of this section 
by all such borrowers shall not exceed an aggregate of $2,100,000,000 outstanding 
at any one time: Provided further, That when any contract, agreement, loan, or 
other transaction heretofore or hereafter entered into pursuant to section 302 or 
303 imposes contingent liability upon the United States, such liability shall be con- 
sidered for the purposes of section 3679 and 3732 of the Revised Statutes, as 
amended, as an obligation only to the extent of the probable ultimate net cost to 
the United States under such transaction ; and the President shall submit a report 
to the Congress not less often than once each quarter setting forth the gross 
amount of each such transaction entered into by any agency of the United States 
Government under this authority and the basis for determining the probable ulti- 
mate net cost to the United States thereunder. For the purpose of borrowing as 
authorized by this subsection, the borrower may issue to the Secretary of the 
Treasury its notes, debentures, bonds, or other obligations to be redeemable at its 
option before maturity in such manner as may be stipulated in such obligations. 
Such obligations shall bear interest at a rate determined by the Secretary of the 
Treasury, taking into consideration the current average rate on outstanding 
marketable obligations of the United States as of the last day of the month pre- 
ceding the issuance of the obligations. The Secretary of the Treasury is author- 
ized and directed to purchase such obligations and for such purpose the Secretary 
of the Treasury is authorized to use as a public-debt transaction the proceeds 
from the sale of any securities issued under the Second Liberty Bond Act, as 
amended, and the purposes for which securities may be issued under the Second 
Liberty Bond Act, as amended, are extended to include any purchases of obliga- 
tions hereunder. 


TITLE IV—PRICE AND WAGE STABILIZATION 


Terminated at the close of April 30, 1953, by section 11, 1953 amendments. 
TITLE V—SETTLEMENT OF LABOR DISPUTES 


Terminated at the close of April 30, 1953, by section 11, 1953 amendments. 


TITLE VI—CONTROL OF REAL ESTATE CREDIT 


Terminated at the close of June 30, 1953, by section 11, 1953 amendments. 


TITLE VII—GENERAL PROVISIONS 


Sec. 701. (a) It is the sense of the Congress that small-business enterprises 
be encouraged to make the greatest possible contribution toward achieving the 
objectives of this Act. 

(b) In order to carry out this policy— 

(i) the President shall provide small-business enterprises with full informa- 
tion concerning the provisions of this Act relating to, or of benefit to, such 
enterprises and concerning the activities of the various departments and agencies 
under this Act; 

(ii) such business advisory committees shall be appointed as shall be appro- 
priate for purposes of consultation in the formulation of rules, regulations, or 
orders, or amendments thereto issued under authority of this Act, and in their 
formation there shall be fair representation for independent small, for medium, 
and for large business enterprises, for different geographical areas, for trade 
association members and nonmembers, and for different segments of the industry ; 

(iii) in administering this Act, such exemptions shall be provided for small- 
business enterprises as may be feasible without impeding the accomplishment 
of the objectives of this Act; and 

(iv) in administering this Act, special provision shall be made for the expe- 
ditious handling of all requests, applications, or appeals from small-business 
enterprises. 

(c) Whenever the President invokes the powers given him in this Act to 
allocate any material in the civilian market, he shall do so in such a manner as 
to make available, so far as practicable, for business and various segments thereof 
in the normal channel of distribution of such material, a fair share of the avail- 
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able civilian supply based, so far as practicable, on the share received by such 
business under normal conditions during a representative period preceding any 
future allocation of materials: Provided, That the President shall, in the alloca- 
tion of materials in the civilian market, give due consideration to the needs of 
new concerns and newly acquired operations, undue hardships of individual 
businesses, and the needs of smaller concerns in an industry. 

(da) In order to further the objectives and purposes of this section, the Office 
of Defense Mobilization is directed to investigate the distribution of defense 
contracts with particular reference to the share of such contracts which has 
gone and is now going to small business, either directly or by subcontract; to 
review the policies, procedures, and administrative arrangements now being 
followed in order to increase participation by small business in the mobilization 
program ; to explore all practical ways, whether by amendments to laws, policies, 
regulations, or administrative arrangements, or otherwise, to increase the share 
of defense procurement going to small business ; to get from the departments and 
agencies engaged in procurement, and from other appropriate agencies including 
the Small Business Administration, their views and recommendations on ways 
to increase the share of procurements going to small business ; and to make a re- 
port to the President and the Congress, not later than six months after the enact- 
ment of the Defense Production Act Amendments of 1955, which report shall con- 
tain the following: (i) a full statement of the steps taken by the Office of Defense 
Mobilization in making investigations required by this subsection; (ii) the 
findings of the Office of Defense Mobilization with respect to the share of pro- 
curement which has gone and is now going to small business; (iii) a full and 
complete statement of the actious taken by the Office of Defense Mobilization and 
other agencies to increase such small business share; (iv) a full and complete 
statement of the recommendations made by the procurement agencies and other 
agencies consulted by the Office of Defense Mobilization; and (v) specific rec- 
ommendations by the Office of Defense Mobilization for further action to in- 
crease the share of procurement going to small business. 

Sec. 702. As used in this Act— 

(a) The word “person” includes an individual, corporation, partnership, asso- 
ciation, or any other organized group of persons, or legal successor or representa- 
tive of the foregoing, and includes the United States or any agency thereof, or 
any other government, or any of its political subdivisions, or any agency of any 
of the foregoing: Provided, That no punishment provided by this Act shall apply 
to the United States, or to any such government, political subdivision, or govern- 
ment agency. 

(b) The word “materials” shall include raw materials, articles, commodities, 
products, supplies, components, technical information, and processes. 

(c) The word “facilities” shall not include farms, churches or other places 
of worship, or private dwelling houses. 

(d) The term, “national defense’ means programs for military and atomic 
energy production or construction, military assistance to any foreign nation, 
stockpiling, and directly related activity. 

(e) The words “wages, salaries, and other compensation” shall include all 
forms of remuneration to employees by their employers for personal services, 
including, but not limited to, vacation and holiday payments, night shift and 
other bonuses, incentive payments, year-end bonuses, employer contributions 
to or payments of insurance or welfare benefits, employer contributions to a pen- 
sion fund or annuity, payments in kind, and premium overtime payments. 

Sec. 703. (a) Except as otherwise specifically provided, the President may dele- 
gate any power or authority conferred upon him by this Act to any officer or 
agency of the Government, including any new agency or agencies (and the Presi- 
dent is hereby authorized to create such new agencies, other than corporate 
agencies, as he deems necessary), and he may authorize such redelegations 
by that officer or agency as the President may deem appropriate. The Presi- 
dent is authorized to appoint heads and assistant heads of any such new agen- 
cies, and other officials therein of comparable status, and to fix their compensa- 
tion, without regard to the Classification Act of 1949, as amended, the head of 
one such agency to be paid at a rate comparable to the compensation paid to the 
heads of executive departments of the Government, and other such heads, assist- 
ant heads, and officials at rates comparable to the compensation paid to the heads 
and assistant heads of independent agencies of the Government. Any officer or 
agency may employ civilian personnel for duty in the United States, including 
the District of Columbia, or elsewhere, without regard to section 14 of the Federal 
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Employees Pay Act of 1946 (60 Stat. 219) as the President deems necessary to 
carry out the provisions of this Act. 

(b) The head and assistant heads of any independent agency created to admin- 
ister the authority conferred by title IV of this Act shall be appointed by the 
President, by and with the advice and consent of the Senate. There shall be 
included among the policy-making officers of each regional office administering 
the authority conferred by title IV of this Act a resident of each State served by 
such office whose governor requests such representation. 

Sec. 704. The President may make such rules, regulations, and orders as he 
deems necessary or appropriate to carry out the provisions of this Act. Any 
regulation or order under this Act may be established in such form and manner, 
may contain such classifications and differentiations, and may provide for such 
adjustments and reasonable exceptions as in the judgment of the President are 
necessary or proper to effectuate the purposes of this Act, or to prevent circum- 
vention or evasion, or to facilitate enforcement of this Act, or any rule, regula- 
tion, or order issued under this Act. No rule, regulation, or order issued under 
this Act which restricts the use of natural gas (either directly, or by restricting 
the use of facilities for the consumption of natural gas, or in any other manner) 
shall apply in any State in which a public regulatory agency has authority to 
restrict the use of natural gas and certifies to the President that it is exercising 
that authority to the extent necessary to accomplish the objectives of this Act. 

Sec. 705. (a) The President shall be entitled, while this Act is in effect and 
for a period of two years thereafter, by regulation, subpena, or otherwise, to 
obtain such information from, require such reports and the keeping of such rec- 
ords by, make such inspection of the books, records, and other writings, premises 
or property of, and take the sworn testimony of, and administer oats and affirma- 
tions to, any person as may be necessary or appropriate, in his discretion, to the 
enforcement or the administration of this Act and the regulations or orders 
issued thereunder. The President shall issue regulations insuring that the 
authority of this subsection will be utilized only after the scope and purpose of 
the investigation, inspection, or inquiry to be made have been defined by compe- 
tent authority, and it is assured that no adequate and authoritative data are 
available from any Federal or other responsible agency. In case of contumacy 
by, or refusal to obey a subpena served upon, any person referred to in this sub- 
section, the district court of the United States for any district in which such 
person is found or resides or transacts business, upon application by the Presi- 
dent, shall have jurisdiction to issue an order requiring such person to appear 
and give testimony or to appear and produce documents, or both; and any failure 
to obey such order of the court may be punished by such court as a contempt 
thereof. 

(b) No person shall be excused from complying with any requirement under 
this section or from attending and testifying or from producing books, papers, 
documents, and other evidence in obedience to a subpena before any grand jury 
or in any court or administrative proceeding based upon or growing out of any 
alleged violation of this Act on the ground that the testimony or evidence, docu- 
mentary or otherwise, required of him may tend to incriminate him or subject 
him to penalty or forfeiture; but no natural person shall be prosecuted or sub- 
jected to any penalty or forfeiture in any court, for or on account of any transac- 
tion, matter, or thing concerning which he is so compelled, after having claimed 
his privilege against self-incrimination, to testify or produce evidence, documen- 
tary or otherwise, except that such natural person so testifying shall not be 
exempt from prosecution and punishment for perjury committed in so testifying: 
Provided, That the immunity granted herein from prosecution and punishment 
and from any penalty or forfeiture shall not be construed to vest in any individual 
any right to priorities assistance, to the allocation of materials, or to any other 
benefit which is within the power of the President to grant under any provision 
of this Act. 

(c) The production of a person’s books, records, or other documentary evi- 
dence shall not be required at any place other than the place where such person 
usually keeps them, if prior to the return date specified in the regulations, sub- 
pena, or other document issued with respect thereto, such person furnishes the 
President with a true copy of such books, records, or other documentary evi- 
dence (certified by such person under oath to be a true and correct copy) or 
enters into a stipulation with the President as to the information contained in 
such books, records, or other documentary evidence. Witnesses shall be paid the 
same fees and mileage that are paid witnesses in the courts of the United States. 

(d) Any person who willfully performs any act prohibited or willfully fails 
to perform any act required by the above provisions of this section, or any rule, 
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regulation, or order thereunder, shall upon conviction be fined not more than 
$1,000 or imprisoned for not more than one year or both. 

(e) Information obtained under this section which the President deems con- 
fidential or with reference to which a request for confidential treatment is made 
by the person furnishing such information shall not be published or disclosed 
unless the President determines that the withholding thereof is contrary to the 
interest of the national defense, and any person willfully violating this provision 
shall, upon conviction, be fined not more than $10,000, or imprisoned for not 
more than one year, or both. 

All information obtained by the Office of Price Stabilization under this section 
705, as amended, and not made public prior to April 30, 1953, shall be deemed 
confidential and shall not be published or disclosed, either to the public or to 
another Federal agency except the Congress or any duly authorized committee 
thereof, and except the Department of Justice for such use as it may deem neces- 
sary in the performance of its functions, unless the President determines that 
the withholding thereof is contrary to the interests of the national defense, and 
any person willfully violating this provision shall, upon conviction, be fined not 
more than $10,000 or imprisoned for not more than one year, or both. 

(f) Any person subpenaed under this section shall have the right to make a 
record of his testimony and to be represented by counsel. 

Sec. 706. (a) Whenever in the judgment of the President any person has en- 
gaged or is about to engage in any acts or practices which constitute or will 
constitute a violation of any provision of this Act, he may make application to the 
appropriate court for an order enjoining such acts or practices, or for an order 
enforcing compliance with such provision, and upon a showing by the President 
that such person has engaged or is about to engage in any such acts or practices 
a permanent or temporary injunction, restraining order, or other order, with 
or without such injunction or restraining order, shall be granted without bond. 

(b) The district courts of the United States and the United States courts of 
any Territory or other place subject to the jurisdiction of the United States 
shall have jurisdiction of violations of this Act or any rule, regulation, order, or 
subpena thereunder, and of all civil actions under this Act to enforce any li- 
ability or duty created by, or to enjoin any violation of, this Act or any rule, 
regulation, order, or subpena thereunder. Any criminal proceeding on account 
of any such violation may be brought in any district in which any act, failure to 
act, or transaction constituting the violation occurred. Any such civil action 
may be brought in any such district or in the district in which the defendant 
resides or transacts business. Process in such cases, criminal or civil, may be 
served in any district wherein the defendant resides or transacts business or 
wherever the defendant may be found; the subpena for witnesses who are re- 
quired to attend a court in any district in such case may run into any other 
district. The termination of the authority granted in any title or section of this 
Act, or of any rule, regulation, or order issued thereunder, shall not operate to 
defeat any suit, action, or prosecution, whether theretofore or thereafter com- 
menced, with respect to any right, liability, or offense incurred or committed 
prior to the termination date of such title or of such rule, regulation, or order. 
No costs shall be assessed against the United States in any proceeding under 
this Act. All litigation arising under this Act or the regulations promulgated 
thereunder shall be under the supervision and control of the Attorney General. 

Sec. 707. No person shall be held liable for damages or penalties for any act or 
failure to act resulting directly or indirectly from compliance with a rule, regula- 
tion, or order issued pursuant to this Act notwithstanding that any such rule, 
regulation, or order shall thereafter be declared by judicial or other competent 
authority to be invalid. No person shall discriminate against orders or contracts 
to which priority is assigned or for which materials or facilities are allocated 
under title I of this Act or under any rule, regulation, or order issued there- 
under, by charging higher prices or by imposing different terms and conditions 
for such orders or contracts than for other generally comparable orders or con- 
tracts, or in any other manner. 

Sec. 708. (a) The President is authorized to consult with representatives of 
industry, business, financing, agriculture, labor, and other interests, with a view 
to encouraging the making by such persons with the approval by the President 
of voluntary agreements and programs to further the objectives of this Act. 

(b) No act or omission to act pursuant to this Act which occurs while this 
Act is in effect, if requested by the President pursuant to a voluntary agree- 
ment or program approved under subsection (a) and found by the President 
to be in the public interest as contributing to the national defense shall be 
construed to be within the prohibition of the antitrust laws or the Federal 
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Trade Commission Act of the United States: “Provided, however, That after 
the enactment of the Defense Production Act Amendments of 1955, the exemp- 
tion from the prohibitions of the antitrust laws and the Federal Trade Com- 
mission Act of the United States shall apply only (1) to acts and omissions 
to act requested by the President or his duly authorized delegate pursuant to 
duly approvel voluntary agreements or programs relating solely to the exchange 
between actual or prospective contractors of technical or other information, pro- 
duction techniques, and patents or patent rights, relating to equipment used 
primarily by or for the military which is being procured by the Department 
of Defense or any department thereof, and the exchange of materials, equipment, 
and personnel to be used in the production of such equipment; and (2) to 
acts and omissions to act requested by the President or his duly authorized 
delegate pursuant to voluntary agreements or programs which were duly ap- 
proved under this section before the enactment of the Defense Production Act 
Amendments of 1955. The Attorney General shall review each of the voluntary 
agreements and programs covered by this section, and the activities being 
carried on thereunder, and, if he finds, after such review and after consultation 
with the Director of the Office of Defense Mobilization and other interested 
agencies, that the adverse effects of any such agreement or program on the 
competitive free-enterprise system outweigh the benefits of the agreement or 
program to the national defense, he shall withdraw his approval in accordance 
with subsection (d) of this section. This review and determination shall be 
made within ninety days after the enactment of the Defense Production Act 
Amendments of 1955. 

A copy of each such request intended to be within the coverage of this 
section, and any modification or withdrawal thereof, shall be furnished to the 
Attorney General and the Chairman of the Federal Trade Commission when 
made, and it shall be published in the Federal Register unless publication thereof 
would, in the opinion of the President, endanger the national security. 

(c) The authority granted in subsection (b) shall be delegated only (1) to 
officials who shall for the purpose of such delegation be required to be appointed 
by the President by and with the advice and consent of the Senate, unless 
otherwise required to be so appointed, and (2) upon the condition that such 
officials consult with the Attorney General and with the Chairman of the Federal 
Trade Commission not less than ten days before making any request or finding 
thereunder, and (3) upon the condition that such officials obtain the approval 
of the Attorney General to any request thereunder before making the request. 
For the purpose of carrying out the objectives of title I of this Act, the authority 
granted in subsection (b) of this section shall not be delegated except to a 
single official of the Government. 

(d) Upon withdrawal of any request or finding made hereunder, or upon 
withdrawal by the Attorney General of his approval of the voluntary agree- 
ment or program on which the request or finding is based, the provisions of 
this section shall not apply to any subsequent act or omission to act by reason 
of such finding or request. 

(e) The Attorney General is directed to make, or request the Federal Trade 
Commission to make for him, surveys for the purpose of determining any factors 
which may tend to eliminate competition, create or strengthen monopolies, injure 
small business, or otherwise promote undue concentration of economic power 
in the course of the administration of this Act. Such surveys, and the reports 
hereafter required, shall include studies of the voluntary agreements and pro- 
grams authorized by this section. The Attorney General shall submit to the 
Congress and the President within ninety days after the approval of this Act, 
and at least once every three months, reports setting forth the results of such 
surveys and including such recommendations as he may deem desirable. 

(f) After the date of enactment of the Defense Production Act Amendments 
of 1952, no voluntary program or agreement for the control of credits shall be 
approved or carried out under this section. 

Sec. 709. The functions exercised under this Act shall be excluded from the 
operation of the Administrative Procedure Act (60 Stat. 237) except as to the re- 
quirements of section 3 thereof. Any rule, regulation, or order, or amendment 
thereto, issued under authority of this Act shall be accompanied by a statement 
that in the formulation thereof there has been consultation with industry repre- 
sentatives, including trade association representatives, and that consideration 
has been given to their recommendations, or that special circumstances have 
rendered such consultation impracticable or contrary to the interest of the 
national defense, but no such rule, regulation, or order shall be invalid by reason 
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of any subsequent finding by judicial or other authority that such a statement is 
inaccurate. 

Sec. 710. (a) Repealed by section 505 (c) (1) of the Act of June 28, 1955 (69 
Stat. 180). 

(b) (1) The President is further authorized, to the extent he deems it neces- 
sary and appropriate in order to carry out the provisions of this Act, and sub- 
ject to such regulations as he may issue, to employ persons of outstanding ex- 
perience and ability without compensation ; 

(2) The President shall be guided in the exercise of the authority provided 
in this subsection by the following policies: 

(i) So far as possible, operations under the Act shall be carried on by full- 
time, salaried employees of the Government, and appointments under this au- 
thority shall be to advisory or consultative positions only. 

(ii) Appointments to positions other than advisory or consultative may be 
made under this authority only when the requirements of the position are such 
that the incumbent must personally possess outstanding experience and ability 
not obtainable on a full-time, salaried basis. 

(iii) In the appointment of personnel and in assignment of their duties, 
the head of the department or agency involved shall take steps to avoid, to 
as great an extent as possible, any conflict between the governmental duties 
and the private interests of such personnel. 

(3) Appointees under this subsection (b) shall, when policy matters are in- 
volved, be limited to advising appropriate full-time salaried Government Officials 
who are responsible for making policy decisions. 

(4) Any person employed under this subsection (b) is hereby exempted, with 
respect to such employment, from the operation of sections 281, 283, 284, 434, and 
1914 of title 18, United States Code, and section 190 of the Revised Statutes 
(5 U.S.C, 99), except that 

(i) exemption hereunder shall not extend to the negotiation or execution, 
by such appointee, of Government contracts with the private employer of such 
appointee or with any corporation, joint stock company, association, firm, part- 
nership, or other entity in the pecuniary profits or contracts of which the 
appointee has any direct or indirect interest ; 

(ii) exemption hereunder shall not extend to making any recommendation 
or taking any action with respect to individual applications to the Government 
for relief or assistance, on appeal or otherwise, made by the private employer 
of the appointee or by any corporation, joint stock company, association, firm, 
partnership, or other entity in the pecuniary profits or contracts of which the 
appointee has any direct or indirect interest ; 

(iii) exemption hereunder shall not extend to the prosecution by the ap- 
pointee, or participation by the appointee in any fashion in the prosecution, 
of any claims against the Government involving any matter concerning which 
the appointee had any responsibility during his employment under this subsec- 
tion, during the period of such employment and the further period of two years 
after the termination of such employment; and 

(iv) exemption hereunder shall not extend to the receipt or payment of salary 
in connection with the appointee’s Government service hereunder from any 
source other than the private employer of the appointee at the time of his appoint- 
ment hereunder. 

(5) Appointments under this subsection (b) shall be supported by written 
certification by the head of the employing department or agency— 

(i) that the appointment is necessary and appropriate in order to carry out 
the provisions of the Act; 

(ii) that the duties of the position to which the appointment is being made 
require outstanding experience and ability ; 

(iii) that the appointee has the outstanding experience and ability required by 
the position; and 

(iv) that the department or agency head has been unable to obtain a person 
with the qualifications necessary for the position on a full-time, salaried basis. 

(6) The heads of the departments or agencies making appointments under this 
subsection (b) shall file with the Division of the Federal Register for publica- 
tion in the Federal Register a statement including the name of the appointee, the 
employing department or agency, the title of his position, and the name of his 
private employer, and the appointee shall file with such Division for publication 
in the Federal Register a statement listing the names of any corporations of 
which he is an officer or director or within 60 days preceding his appointment has 
been an officer or director, or in which he owns, or within 60 days preceding his 
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appointment has owned, any stocks, bonds, or other financial interests, and the 
names of any partnerships in which he is, or was within 60 days preceding his 
appointment, a partner, and the names of any other businesses in which he owns, 
or within such 60-day period has owned, any similar interest. At the end of each 
succeeding six-month period, the appointee shall file with such Division for pub- 
lication in the Federal Register a statement showing any changes in such inter- 
ests during such period. 

(7) At least once every three months the Chairman of the United States Civil 
Service Commission shall survey appointments made under this subsection and 
shall report his findings to the President and the Joint Committee on Defense 
Production and make such recommendations as he may deem proper. 

(8) Persons appointed under the authority of this subsection may be allowed 
transportation and not to exceed $15 per diem in lieu of subsistence while away 
from their homes or regular places of business pursuant to such appointment. 

(c) The President is authorized, to the extent he deems it necessary and 
appropriate in order to carry out the provisions of this Act, to employ experts 
and consultants or organizations thereof, as authorized by section 55a of title 5 
of the United States Code. Individuals so employed may be compensated at 
rates not in excess of $50 per diem and while away from their homes or regular 
places of business they may be allowed transportation and not to exceed $15 per 
diem in lieu of subsistence and other expenses while so employed. The President 
is authorized to provide by regulation for the exemption of such persons from the 
operation of sections 281, 283, 284, 484, and 1914 of title 18 of the United States 
Code and section 190 of the Revised Statutes (5 U. 8. C. 99). 

(d) The President may utilize the services of Federal, State, and local agencies 
and may utilize and establish such regional, local, or other agencies, and 
utilize such voluntary and uncompensated services, as may from time to time 
be needed; and he is authorized to provide by regulation for the exemption of 
persons whose services are utilized under this subsection from the operation of 
sections 281, 283, 284, 434, and 1914 of title 18 of the United States Code and 
section 190 of the Revised Statutes (5 U.S. C. 99). 

(e) The President is further authorized to provide for the establishment and 
training of a nucleus executive reserve for employment in executive positions 
in Government during periods of emergency. Members of this executive re- 
serve who are not full-time Government employees may be allowed transporta- 
tion and not to exceed $15 per diem in lieu of subsistence while away from 
their homes or regular places of business for the purpose of participating in 
the executive reserve training program. The President is authorized to pro- 
vide by regulation for the exemption of such persons who are not full-time 
Government employees from the operation of sections 281, 283, 284, 434, and 
1914 of title 18 of the United States Code and section 190 of the Revised Statutes 
(5 U. S. C. 99). 

(f) Whoever, being an officer or employee of the United States or any depart- 
ment or agency thereof (including any Member of the Senate or House of 
Representatives), receives, by virtue of his office or employment, confidential 
information, and (1) uses such information in speculating directly or indirectly 
on any commodity exchange, or (2) discloses such information for the purpose 
of aiding any other person so to speculate, shall be fined not more than $10,000 
or imprisoned not more than one year, or both. As used in this section, the term 
“speculate” shall not include a legitimate hedging transaction, or a purchase or 
sale which is accompanied by actual delivery of the commodity. 

(gz) The President, when he deems such action necessary, may make provision 
for the printing and distribution of reports, in such number and in such manner 
as he deems appropriate, concerning the actions taken to carry out the objectives 
of this Act. 

Sec. 711. There are hereby authorized to be appropriated such sums as may 
be necessary and appropriate for the carrying out of the provisions and pur- 
poses of this Act by the President and such agencies as he may designate or 
create. Funds made available for the purposes of this Act may be allocated 
or transferred for any of the purposes of this Act, with the approval of the 
Bureau of the Budget, to any agency designated to assist in carrying out this 
Act. Funds so allocated or transferred shall remain available for such period 
as may be specified in the Acts making such funds available. 

Sec. 712. (a) There is hereby established a joint congressional committee to 
be known as the Joint Committee on Defense Production (hereinafter referred 
to as the committee), to be composed of ten members as follows: 





NATIONAL DEFENSE PRODUCTION 401 


(1) Five members who are members of the Committee on Banking and 
Currency of the Senate, three from the majority and two from the minority 
party, to be appointed by the chairman of the committee; and 

(2) Five members who are members of the Committee on Banking and 
Currency of the House of Representatives, three from the majority and two 
from the minority party, to be appointed by the chairman of the committee. 

A vacancy in the membership of the committee shall be filled in the same 
manner as the original selection. The committee shall elect a chairman and a 
vice chairman from among its members, one of whom shall be a Member of the 
Senate and the other a Member of the House of Representatives. 

(b) It shall be the function of the Committee to make a continuous study of 
the programs and of the fairness to consumers of the prices authorized by this 
Act and to review the progress achieved in the execution and administration 
thereof. Upon request, the committee shall aid the standing committees of the 
Congress having legislative jurisdiction over any part of the programs author- 
ized by this Act; and it shall make a report to the Senate and the House of 
Representatives, from time to time, concerning the results of its studies, together 
with such recommendations as it may deem desirable. Any department, official, 
or agency administering any of such programs shall, at the request of the com- 
mittee, consult with the committee, from time to time, with respect to their 
activities under this Act. 

(c) The committee, or any duly authorized subcommittee thereof, is authorized 
to hold such hearings, to sit and act at such times and places, to require by sub- 
pena (to be issued under the signature of the chairman or vice chairman of the 
committee) or otherwise the attendance of such witnesses and the production of 
such books, papers, and documents, to administer such oaths, to take such testi- 
mony, to procure such printing and binding, and to make such expenditures as it 
deems advisable. The cost of stenographic services to report such hearings shall 
not be in excess of 40 cents per hundred words. The provisions of sections 102 
to 104, inclusive, of the Revised Statutes shall apply in case of any failure of 
any witness to comply with any subpena or to testify when summoned under 
authority of this subsection. 

(d) The committee is authorized to appoint and, without regard to the Classi- 
fication Act of 1949, as amended, fix the compensation of such experts, consult- 
ants, technicians, and organizations thereof, and clerical and stenographic 
assistants as it deems necessary and advisable. 

(e) The expenses of the committee under this section, which shall not exceed 
$65,000 in any fiscal year, shall be paid from the contingent fund of the House 
of Representatives upon vouchers signed by the Chairman or Vice Chairman. 

(f) The Secretary of Commerce shall make a special investigation and study 
of the production, allocation, distribution, use of nickel, of its resale as scrap, 
and of other aspects of the current situation with respect to supply and market- 
ing of nickel, with particular attention to, among other things, the adequancy of 
the present system of nickel allocation between defense and civilian users. The 
Secretary of Commerce shall consult with the Joint Committee on Defense Pro- 
duction during the course of such investigation and study with respect to the 
progress achieved and the results of the investigation and study, and shall make 
an interim report on the results of the investigation and study on or before 
August 15, 1956, and shall, or or before December 31, 1956, make a final report 
on the results of such investigation and study, together with such recommenda- 
tions as the Secretary of Commerce deems advisable. Such reports shall be made 
to the Senate (or to the Secretary of the Senate if the Senate is not in session) 
and to the House of Representatives (or to the Clerk of the House of Repre- 
sentatives if the House is not in session). 

Sec. 7138. The provisions of this Act shall be applicable to the United States, its 
Territories and possessions, and the District of Columbia. 

Sec. 714. Terminated at the close of July 31, 1953. For purposes of section 
301 (a) of this Act, section 714 (a) (1) defined a small-business concern thusly: 
“* * * a small-business concern shall be deemed to be one which is independently 
owned and operated and which is not dominant in its field of operation,” and 
provided that, “The Administration, in making a detailed definition, may use 
these criteria, among others: independency of ownership and operation, number 
of employees, dollar volume of business, and nondominance in its field.” 

Sec. 715. If any provision of this Act or the application of such provision to 
any person or circumstances shall be held invalid, the remainder of the Act, 
and the application of such provision to persons or circumstances other than 
those as to which it is held invalid, shall not be affected thereby. 
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Sec. 716. That no person may be employed under this Act who engages in a 
strike against the Government of the United States or who is a member of an 
organization of Government employees that asserts the right to strike against 
the Government of the United States, or who advocates, or who is a member of 
an organization that advocates, the overthrow of the Government of the United 
States by force or violence: Provided, That for the purposes hereof an affidavit 
shall be considered prima facie evidence that the person making the affidavit has 
not contrary to the provisions of this section engaged in a strike against the 
Government of the United States, is not a member of an organization of Govern- 
ment employees that asserts the right to strike against the Government of the 
United States or that such person does not advocate, and is not a member of an 
organization that advocates, the overthrow of the Government of the United 
States by force or violence: Provided further, That any person who engages in 
a strike against the Government of the United States or who is a member of an 
organization of Government employees that asserts the right to strike against 
the Government of the United States, or who advocates, or who is a member of an 
organization that advocates, the overthrow of the Government of the United 
States by force or violence and accepts employment the salary or wages for 
which are paid from any appropriation or fund contained in this Act shall be 
guilty of a felony and, upon convinction, shall be fined not more than $1,000 or 
imprisoned for not more than one year, or both: Provided further, That the 
above penalty clause shall be in addition to, and not in substitution for, any 
other provisions of existing law. 

Sec. 717.(a) Title I (except section 104), title III, and title VII (except 
section 714) of this Act, and all authority conferred thereunder, shall terminate 
at the close of June 30, 1958. Section 714 of this Act, and all authority con- 
ferred thereunder shall tereminate at the close of July 31, 1953. Section 104, 
title II, and title VI of this Act, and all authority conferred thereunder shall 
terminate at the close of June 30, 1953. Title IV and V of this Act, and all 
authority conferred thereunder, shall terminate at the close of April 30, 1953. 

(b) Notwithstanding the foregoing— 

(1) The Congress by concurrent resolution or the President by proclamation 
may terminate this Act prior to the termination otherwise provided therefor. 

(2) The Congress may also provide by concurrent resolution that any section 
of this Act and all authority conferred thereunder shall terminate prior to the 
termination otherwise provided therefor. 

(3) Any agency created under this Act may be continued in existence for 
purposes of liquidation for not to exceed six months after the termination of 
the provision authorizing the creation of such agency. 

(c) The termination of any section of this Act, or of any agency or corpora- 
tion utilized under this Act, shall not affect the disbursement of funds under, 
or the carrying out of, any contract, guarantee, commitment or other obligation 
entered into pursuant to this Act prior to the date of such termination, or the 
taking of any action necessary to preserve or protect the interests of the United 
States in any amounts advanced or paid out in carrying on operations under 
this Act, or the taking of any action (including the making of new guarantees) 
deemed by a guaranteeing agency to be necessary to accomplish the orderly 
liquidation, adjustment, or settlement of any loans guaranteed under this Act, 
including actions deemed necessary to avoid undue hardship to borrowers in 
reconverting to normal civilian production; and all of the authority granted to 
the President, guaranteeing agencies, and fiscal agents, under section 301 of this 
Act shall be applicable to actions taken pursuant to the authority contained in 
this subsection. 

Notwithstanding any other provision of this Act, the termination of title VI 
or any section thereof shall not be construed as effecting any obligation, condi- 
tion, liability, or restriction arising out of any agreement heretofore entered 
into pursuant to, or under the authority of, section 602 or section 605 of this Act, 
or any issuance thereunder, by any person or corporation and the Federal Gov- 
ernment or any agency thereof relating to the provision of housing for defense 
workers or military personnel in an area designated as a critical defense hous- 
ing area pursuant to law. 

(d) No action for the recovery of any cooperative payment made to a coopera- 
tive association by a Market Administrator under an invalid provision of a 
milk marketing order issued by the Secretary of Agriculture pursuant to the 
Agricultural Marketing Agreement Act of 1937 shall be maintained unless such 
action is brought by producers specifically named as party plaintiffs to recover 
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their respective share of such payments within ninety days after the date of 
enactment of the Defense Production Act Amendments of 1952 with respect 
to any cause of action heretofore accrued and not otherwise barred, or within 
ninety days after accrual with respect to future payments, and unless each claim- 
ant shall allege and prove (1) that he objected at the hearing to the provisions 
of the order under which such payments were made and (2) that he either re- 
fused to accept payments computed with such deduction or accepted them under 
protest to either the Secretary or the Administrator. The district courts of 
the United States shall have exclusive original jurisdiction of all such actions 
regardless of the amount involved. This subsection shall not apply to funds held 
in escrow pursuant to court order. Notwithstanding any other provision of this 
Act, no termination date shall be applicable to this subsection. 
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